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Personne men know that “the human equation” is hardly more than a 
figure of speech. Personnel administration is not a science, but an art; 
changeable and dynamic, its problems cannot be solved by any fixed formula. 
Practical working solutions to specific problems can, however, be found—and 
it is the aim of AMA's Personnel Conference to help you find them by spot- 
lighting areas of personnel practice where today many executives are at best 
“feeling their way.” To locate these areas, AMA asked more than 3,000 
personnel administrators what questions were paramount in their minds, then 
invited a group of outstanding personnel experts to analyze and discuss 
these questions at the coming Fall Conference. Accordingly, three main features 
of the Conference will be: 


@ Developing more effective personnel administration: How two leading 
companies set personnel policy, organize the personnel department, carry out wage and 
salary administration, and recruit and train new employees. 


Understanding the dynamics of current labor relations: The rea! issues 
behind the guaranteed-annual-wege demand; the significance for the future of labor relations 
of possible new trends in the economy. 


Motivating employees to achieve higher productivity: A report on the 
findings of an unusual research project conducted by a leading university in practical collabo- 
ration with companies in a number of industries. 


Among the other topics of discussion: 
@ Changing Concepts of Personnel Administration: A Capsule Survey 
@ The Application and Administration of Industrial Psychiatry 


@ Personnel Problems of Middle Management 
@ The Human Aspects of Automation 


AGAIN THIS YEAR: A Personnel Workshop Exhibit, featuring—in addition to 
personnel forms, organization charts, and manuals of many kinds from a 
wide range of companies—special displays devoted to Reading Rack Informa- 
tion, Management Development, and Multiple Management. 


INSURE YOUR ATTENDANCE—REGISTER NOW! 
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THE REAL RADICALS: U. S. BUSINESS MEN 


446A erica Is A WHALE OF A SUCCESS,” 
said a wise statesman some 30 years ago, 
in referring to the way our economy 
thrives. And today, despite loud crit- 
icism, both domestic and imported, we 
can say that we have built an economic 
civilization which not only is new and 
unprecedented but is also superior to 
any other in the annals of mankind. 

We have vindicated by works our 
faith in freedom, which we define as the 
ability of a person responsible for himself 
to choose alternatives—economic, politi- 
cal, and moral—without impairing the 
rights of others. This is the spiritual 
mainspring of our mastery over our 
physical environment, and it explains why 
we have gone beyond socialism, proving it 
to be as obsolete in theory as it is reac- 
tionary in fact. 

The real radicals and progressives in 
the economic world are American business 
men, entrepreneurs, and management pro- 
fessionals. When they try out or adopt 
a new method in manufacturing or mer- 
chandising, they set in motion a chain 
reaction of economic innovation at home 
and abroad. Though they receive aid 
from many sources, business men remain 
pace-setters and catalytic agents in our 
economy because it is their initiative upon 
which we depend for getting things done. 

What a great many U. S. business men 
do not sufficiently realize is that, in the 
process of getting our economy to func- 
tion efficiently and fairly, we have refuted 
Marx on the two major premises of his 
philosophy. He prophesied that, under 
capitalism, as it developed, the workers 


(or proletariat) would inevitably grow 
poorer, as employers (the bourgeoisie) 
would siphon up an ever-larger propor- 
tion of income, concentrating it at the 
top. At some point, the “toilers” would 
rise in revolt against their degradation 
and, by revolution, would seize control of 
all productive property. 

In the United States, exactly the op- 
posite has happened. Instead of being 
further impoverished, the worker has been 
getting richer. His real wages have 
steadily risen until they are about eight 
times higher than 100 years ago, when 
Marx was looking into his crystal bail. 

Similarly, the share apportioned to the 
highest 5 per cent of the well-to-do and 
opulent (with incomes ranging from 
$8,000 to $16,000 and more after taxes) 
has dwindled from 28 per cent in 1929 
to 17 per cent in 1946, and has hovered 
around the latter figure during the past 
seven years. But the remaining 95 per 
cent of Americans are better off than ever. 

Moreover, the private and public steps 
we have taken to achieve these results 
have repealed the second major “law” of 
Marx that capitalism, as it evolved, would 
oscillate between extremes of boom and 
bust until it reached a final bust so dis- 
astrous that it would fall to pieces like 
the “one-hoss shay.” 

We have currently arrived at a new 
built-in stability for our economy. In 
our efforts to tame the adversities of the 
so-called “business cycle,” we have safe- 
guarded banks against failure. We have 
checked trends toward cutthroat compe- 
tition and complete monopoly. We have 
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eased the shock of layoff and job loss by 
means of unemployment insurance. We 
have adopted a whole catalogue of social 
security measures and others similar in 
spirit. 

Our fathers called it “capitalism” and 
let it go at that. But today we are search- 
ing for a new name—one that will em- 
body the prodigious changes and realign- 
ments of the past 50 years. Out of our 
feel for the pragmatic, we have developed 
what can best be called a “mixed” or 
“combination” economy. 

Private enterprise accounts for some 
80 per cent of our goods and services, 
and public enterprise, or government in 
its federal, state, or local forms, for some 
20 per cent. However, the decisions of 
what to make and buy and sell, where to 
invest, how much to save, what job to 
take, and how to do it best remain pri- 
vate decisions. It is the diffusion of deci- 


sion-making power among our four mil- 
lion business enterprises and our five mil- 


lion farms that is the source of our 
economic vitality. 

In addition to being a teamwork econ- 
omy, our system is interdependent; for 
none can long continue to flourish unless 
all do. The automobile, for example, 
was in its beginnings limited to a luxury 
market. But assembly-line methods, made 
possible by risk capital invested in new 
plants, equipment, and research, have 
transformed a “class commodity into a 
“mass” commodity. Its market now pri- 
marily depends upon the wages of the 
miner, the profits of the drugstore pro- 
prietor, the fees of the dentist, the salary 
of the bookkeeper, and the earnings of 
millions of others. 

We have been gradually realizing that, 
under this kind of economy, the private 
good and the public good have become 
Siamese twins. Our science, our tech- 
nology, and our whole complex of work 
and wealth make us our brothers’ keepers 
for reasons of enlightened self-interest, 
if for no others. 


—HERBERT Harris. Nation’s Business, July, 1953, p. 28:4. 


What Taxes Will Do to Current Earnings 


ON AN AVERAGE, the total amount of money earned by investors in retail and 
wholesale corporations between January 1 and June 26 will be just enough to 
satisfy Federal, state and local tax collectors. 

An amount equal to all the earnings of all wholesale and retail corporations 
in that period last year was paid out in taxes. Federal Trade Commission and 
Securities and Exchange Commission figures show that wholesale and retail corpora- 
tions had earnings of $4.8 billion last year. Taxes took almost half of that— 
about $2.3 billion. 

The individual fares a little better under present tax rates. All the money 
earned by Americans between January 1 and April 22 was just enough to pay 
Federal, state, and local tax bills. 

—Washington Report (U. S. Chamber of Commerce) 6/5/53 





THE EIGHT DO-MORES: Do more than exist—live. Do more than touch—feel. Do 
more than look—observe. Do more than read—absorb. Do more than hear— 
listen. Do more than listen—understand. Do more than think—ponder. Do more 


than talk—say something. 
—Joun Harsen RHOADES 


July, 1953 











GETTING THE MOST OUT OF BUSINESS FORECASTING 


A BEARDED GENTLEMAN was once stand- 
ing in his decrepit office looking at a sales 
chart that showed a high volume in the 
1890's but a decline since then so marked 
that the trend line was far below the orig- 
inal chart and threatening to go through 
the floor. 

“I can’t understand it,” mourned the 
man. “My company still makes the best 
buggy whips in America.” 

Business forecasters love that story. 
They claim that if one of their tribe had 
been employed by the buggy-whip manu- 
facturer about 35 or 40 years ago, he 
would now have the bearded gentleman 
doing nicely by manufacturing accelerator 
pedals, throttle mechanisms, or something 
else useful today. For the essence of ar 
industrial forecaster’s job is to keep his 
company in tune with the times. 

Not only can the industrial forecaster 


analyze long-range trends; he can also 
help management with such specific prob- 


lems as sales quotas, the advertising 
budget, the proper level of inventories, or 
prospects in the labor market. 

Once you have decided that your com- 
pany needs a business forecast, you are 
faced with the problem of how to go 
about getting one. You have a choice 
of several approaches, but the most satis- 
factory one is to hire an economist, full- 
time. That's not as expensive as it might 
seem, even to a small company. Though 
an experienced economist can command 
a salary of from $8,000 to $15,000 a year, 
you can develop a younger man at a 
proportionately lower figure. 

A good mentor to assist you in picking 
your forecaster would be a specialist in 
economics at your local university. In 
getting started on a forecasting program, 
you would be wise to hire such an indi- 
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vidual for a while as a consultant, both 
to pick out your full-time employee and 
to help get a program started. 

Let’s suppose you have hired a full-time 
economist. What do you do next? One 
thing you don't do is insist upon an 
immediate full-scale forecast. Several 
hurdles must be jumped before a com- 
pany is ready for that, one of the most 
formidable being the relative ignorance 
of many management men about the lan- 
guage and tools of forecasting. 

The first job for a forecaster, there- 
fore, is to educate management. An aid 
in this project is a weekly desk sheet, a 
typewritten page or two circulated each 
week among top executives giving the 
position of some of the basic indicators. 
In conjunction with pointing out the posi- 
tion of these benchmarks, the forecaster 
can explain what they mean. For ex- 
ample, few people besides economists 
know what gross national product is, 
what comprises the Federal Reserve 
Board's industrial production index, or 
how the consumer price index is figured. 

The next step for the forecaster is to 
learn the sources for his information. The 
most complete source for general statis- 
tical information is the Department of 
Commerce’s monthly Survey of Current 
Business, which contains some 4,000 
series. Trade associations are excellent 
sources for specific statistics. 

The next job for the forecaster is to 
pre-process some pertinent data, simplify 
this information, keep it up to date, and 
relate it to his own company. In picking 
basic indicators, he must be sure that 
they are readily available, forecastable 
and checkable by outside comment, and 
closely, logically related to the company’s 
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business. About a dozen _ indicators 
should be the maximum number. 

Another “must” for the economist is 
to join at least one of the statistical, 
economic, or marketing associations. 
These can help educate neophyte econ- 
omists and keep more experienced men 
up to date. 

Once your economist has been hired, 
learned the fundamentals of your busi- 
ness, and gathered a list of basic indica- 
tors, he’s ready for his first forecasting 
jobs. There are several methods he can 
use for making a forecast, but most 
economists today rely most heavily on the 
statistical correlation approach. Under 
this method, general business conditions 
are forecast, then related to the individual 
company. 


—Steel, June 29, 


MUST WE HAVE A RECESSION ? 


How much Loncer is the present high 
rate of production and employment likely 
to last? Today American industry is 
operating at a near-capacity level. The 
boom has now lasted for over seven years 
with only a mild interruption in 1949, 
and there are grounds for doubt that 
the present high rate of production and 
employment will continue much longer. 

The present rate of expenditures on 
plant and equipment (about $26 billion 
to $27 billion a year) has been going on 
for about two years. Its failure to rise 
above the present rate during this period 
suggests that at this late stage in the 
boom no further increase in these outlays 
is likely. In fact, a drop could easily 
occur. 

Moreover, some drop in the level of 
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In using business forecasting, it is well 
to remember that, since forecasting is an 
art, not a science, it cannot be the last 
word in solving your business problems. 
But it can be a real tool to help manage- 
ment get better information so that it 
can come up with better decisions. 

To make sure you are getting the most 
out of forecasting, check these points: 

1. Are the forecasts simple, and does top 


management really understand them? 
2. Is your forecaster free to operate across 


“- 


the top of your operations, or is he restricted 
in his scope? 

3. Does your forecaster report directly to 
the president, or is he vaguely attached to 
some department? 

4. Is your forecaster free to revise his pre- 
dictions within reason, or is he nailed rigidly 
to everything he prognosticates? 

5. Are the forecasts used? 

1953, p. 47:8. 


housing expenditures seems likely. The 
increase in the number of households is 
slowing down, and the rise in interest 
rates, which increase the cost of owning 
relative to the cost of renting, will also 
discourage housing construction. 

Automobiles are being produced at the 
rate of over six million a year. The size 
of the replacement demand is not known, 
but it is probably in the neighborhood 
of four million annually. Is there con- 
tinuing demand for more than two million 
passenger cars a year over and above the 
replacement demand? 

The present level of consumer demand 
has been made possible only by a fairly 
rapid rise in indebtedness. The fact that 
individuals in 1952 incurred about $9 
billion more debts than they paid off 
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suggests that a drop in the rate at which 
new indebtedness is incurred would be 
followed quickly by a big jump in the 
rate of personal saving. 

Finally, there is impressive evidence 
that the boom has lost its buoyancy. 
Wholesale prices have been slowly drift- 
ing downward since March of 1951. 

The reasons for believing that there 
will be some recession in business within 
the next year or two appear very per- 
suasive; but it seems to me that there 
are also several specific reasons for be- 
lieving that the probable contraction in 
business within the next two years will 
be mild, and that there is even some 
chance of preventing a contraction. These 
reasons are as follows: 

1. The dangerous accumulation of in- 
ventories that was resumed in the durable 
goods industries last fall has ceased. 

2. No large drop in defense spending 
seems to be in sight. Negotiations be- 
tween the Western nations and Russia, 
if and when they occur, are bound to 
be prolonged, and while they are in prog- 
ress the countries of the West cannot 
weaken their position by cutting their 
expenditures on armaments. If negotia- 
tions are started and fail, the cold war 
will probably be renewed by both sides— 
which would cause a rise in defense 
spending. 

3. The drop in expenditures on indus- 
trial plant and equipment will be small. 
Recent expenditures on plant and equip- 
ment have just about made up for the 
abnormally low expenditures during the 
depression of the °30’s and the war. 
Furthermore, any drop in investment in 
plant and equipment will be limited by 
the large volume of industrial research 
that is now being done in the United 
States. The number of professional re- 
search workers in industrial and govern- 
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mental research laboratories was four 
times as large in 1947 as in 1930, and 
it has increased considerably since 1947. 
The growth of research in the last 20 
or 30 years is of great economic signifi- 


cance; it means that the rate at which 
investment opportunities are developed 
is becoming more independent of current 
business conditions than ever before. 


4. The drop in housing outlays is likely 
to be moderate. Today new houses are 
competing more effectively with old 
houses than in times past. This is ap- 
parently the result partly of higher in- 
comes, partly of changes in taste which 
produce a strong preference for new 
houses, and partly of different methods 
of financing which increase the attrac- 
tiveness of owning relative to renting. 


5. Expenditures by states and localities 
for goods and services may be expected 
to increase. A considerable backlog of 
need for public works grew up during 
the war, and new needs are also arising. 
School enrollments between 1952 and 
1957 are expected to increase by five 
million, or nearly 20 per cent; the truck 
population of the country has doubled 
since 1940, and the car miles on American 
highways are around 70 per cent greater 
than in 1940. 


6. Some increase in personal incomes 
after taxes may be brought about by 
reductions in taxes, particularly personal 
income taxes and excise taxes. The pres- 
ent high rates of taxation place powerful 
instruments of control in the hands of 
the government. Since individuals ap- 
parently spend over 90 cents out of each 
dollar, after taxes, on consumer goods, 
a reduction of $10 billion a year in per- 
sonal income tax payments would soon 
produce an increase of around $9 billion 
a year in the demand for consumer goods. 
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A reduction in taxes would, of course, 
require that the government incur a defi- 
cit. It would obviously be wasteful, 
however, to allow unemployment to grow 
in order to keep the budget in balance. 
Furthermore, the growth of unemploy- 
ment in the United States might seriously 
damage our foreign relations; several 
years of budget deficits would be justi- 
fied if this were necessary to avoid jeop- 
ardizing the cohesiveness of the Western 
alliance and the success of the negotia- 


tions with Russia. Moreover, if business 
turns down, a government deficit financed 
in part by bank credit will be needed as 
a stabilizing influence. 

It should be emphasized that the pres- 
ent high taxes give the government a 
more powerful weapon for combatting re- 
cession than it has ever before possessed. 
If the government is willing to make 
prompt and vigorous use of this instru- 
ment, any contraction in business can be 
halted before it has proceeded far. 


—From an address by SUMNER H. SLICHTER before the Personnel Association of Toronto. 


Industrial Research—A Billion-Dollar Business 


THE NATIONAL OUTLAY for scientific research and development totaled more than 
$314 billion dollars last year, according to a recent report issued jointly by the 
Bureau of Labor Statistics and the U. S. Department of Defense. 

Average research cost per research engineer or scientist, the report reveals, was 
$22,100 in 1951. Taking all research employees into account, including supporting 
personnel, average cost per research worker was $8,900. 

Based on a 1952 survey to which nearly 2,000 companies contributed information, 
the report contains data on the cost of research programs; the numbers of engineers, 
scientists, and other research workers employed; the amounts of money which 
various industries allot to research; ratios of research cost to sales; and turnover 
rates among engineers and scientists. 

Single copies of the booklet, which is entitled Industrial Research and Develop- 
ment, are available gratis from the New York Regional Office, Bureau of Labor 
Statistics, 341 Ninth Avenue, New York 1, N. Y. 


How Small Is “Small Business’’? 


THE SMALL BUSINESSMAN is not really so small. In the aggregate he is a powerful 
giant, for the United States is a country of small businesses. Though some people 
would have us believe that a few predatory corporations have the country in their 
tentacles, there are actually only 3,300 corporations in the United States employ- 
ing more than 1,000 persons. There are 3 million enterprises employing fewer 


than 100. These are the real makers of prosperity. 
—Yankee (Dublin, N. H.) 





MAN HAS EXISTED for about a million years. He has possessed writing for about 
6,000 years, agriculture somewhat longer. Science, as a dominant factor in deter- 
mining the beliefs of educated men, has existed for about 300 years; as a 
source of economic techniques, for about 150 years. When we consider how recently 
it has risen to power, we find ourselves forced to believe that we are at the very 


beginning of its work in transforming human life. 
—Bertranp Russevr 
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BIG GOVERNMENT IS BIG BUSINESS! 


How far has “creeping socialism” crept? 
Farther than most business men think. 
The astonishing fact is that the US. 
Government is now operating some 100 
separate types of business enterprises in 
which it has sunk at least $40 billion. 
Among other things, the Government 
has become the nation’s largest insurer, 
electric-power producer, lender, landlord, 
grain owner, warehouse operator and ship- 
owner. It monopolizes the world’s biggest 
potential new industry: atomic energy. 
How did this giant rival to business 
get so big? Many of the activities, such 
as atomic energy and synthetic rubber, 
were vital to national security, and only 
the government was big enough to finance 
them. But the Government also still op- 
erates many a business that has no such 
reason for existence. President Andrew 


Jackson began Boston's 119-year-old Navy 
Rope Walk so that the Navy would not 
be dependent upon Russian hemp. U.S. 


ropemakers can now supply all the 
Navy's needs, but the Boston Rope Walk 
goes merrily on, with that hardy indestruc- 
tibility peculiar to government businesses 
once they get going. Box making, begun 
as a convenience in small shops at Army 
posts, has grown into a government in- 
dustry that boxmakers estimate is now 
making 10 to 15 per cent of all U. S. 
box production. 

In patient digging into such activities, 
the House’s Committee on Government 
Operations has compiled four thick vol- 
umes of testimony showing how incredibly 
broad the government's competition with 
private business has become. Government 
enterprises even compete with each other: 
the Pentagon's printers. claim that they 
can print twice as cheaply as the Govern- 
ment Printing Office. 
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The government is engaged in every- 
thing from tire-recapping to coffee-roast- 
ing, from binding books to freezing ice 
cream (162 plants) and making brooms 
and spectacles. It owns some 122,000 
housing units and, by the Comptroller 
General's estimate, rents them at a loss. 
Every Washington agency operates its 
own fleet of motor vehicles, although one 
central motor pool (not to mention taxis) 
could handle the job. The government 
spends an average $625 per lot storing 
the effects of overseas servicemen in gov 
ernment warehouses, v. a cost of $97 to 
keep them in private warehouses. 

Before the war, the Army and Navy 
relied chiefly on private tugs and barges 
for towing and delivery jobs. During the 
war they acquired their own tugboat 
fleet, and now there is a $100 million ex- 
pansion program under way. (One House 
committee witness told how the govern- 
ment spent $43,369 hauling $4,368 worth 
of scrap iron from Alaska to California.) 
When the Defense Department author- 
ized its three forces to spend $10 million 
a year reclaiming their scrap, the Navy's 
Pensacola Air Station promptly spent 
$25,000 on a scrap press and $5,000 to 
install it. Near by was a bigger private 
press which in ten days’ time could have 
smashed and baled all the scrap the base 
had. 

Empire-building bureaucrats have oc- 
casionally found it n ary to beat stra- 
tegic retreats and agree to reduce their 
operations; but they have seldom elimi- 
nated them. Nevertheless, when there is 
a will to get the government out of 
business i¢ can unquestionably be done. 
To do so, the new Administration will 
have to overcome all the resistance, ob- 
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struction, delay and evasion of the bu- 
reaucrat-at-bay. It will have to hack 
through the plausible defenses which in- 
ertia and tradition have accumulated over 


decades. But the further it gets into the 
problem, the sooner it will learn that the 
only way to stop Government in business 
is to stop it. 


—Time, July 13, 1953, p. 84:1. 


CAN OUR LIVING STANDARDS GO UP? 


Tue rise in our standard of living and 
the changes in our mode of life that have 
occurred during the present generation 
are more revolutionary than any that have 
ever taken place in any comparable past 
era. This renaissance is the result of 
pyramiding the discoveries of the sci- 
entist and harnessing the forces of nature. 
Measured in watt-hours or calories, brain 
power is utterly negligible, but evidently 
there is no limit to the capacity of the 
human mind to make discoveries of pro- 
found sociological impact when directed 
along the channels of research and tech- 
nology. 

As one indication of our standard of 
living, the horsepower hours per capita 
per day consumed by the average Ameri- 
can have gradually increased during the 
past century from 12 to 280—and the 
present trend in power demand is defi- 
nitely upward at an accelerated pace. 

Probably the average worker of today, 
unaided by machinery, produces daily 
less than a quarter horsepower-hour of 
work, the equivalent of one-half cents 
worth of electricity at domestic rates. In- 
dividuals contribute significantly to our 
present economy if their brain power is 
contributing to technology or their man- 
power is being applied through a machine 
developed by technology. The fact that 
man is worth very little as a power-gen- 
erating machine explains why so many 
people can loaf with impunity. 
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Our total population may be divided 
into three groups: (1) those who are en- 
gaged in production—the actual workers; 
(2) those who, while not directly pro 
ducing some commodity, help in its pre- 
duction or distribution—the service group; 
and (3) those who may be termed “para- 
sites.” This latter group includes all who 
abstract from the economy, whose pro- 
ductivity is less than the cost to the 
economy of maintaining them. Among 
these must be counted the criminals, the 
insane, the sick, the aged, the racketeers, 
and our minor children. The economic 
effect of the “parasite” class is to reduce 
the standard of living of everyone by a 
factor that is roughly, but only roughly, 
proportional to their fractional percentage 
of the population. 

How large should the service group be, 
compared to the producing group? If 
the service group were eliminated com- 
pletely, productivity would be close to 
zero—just as it would if everyone were a 
janitor or a policeman and there were 
no direct workers. Theoretically, as the 
relative proportion of service workers is 
increased, the standard of living rapidly 
rises to a peak and then declines as the 
service personnel become excessive. There 
is, accordingly, an optimum ratio of serv- 
ice personnel to producing personnel to 
secure maximum over-all production. So- 
cialized government, planned economy, 
and social reform all increase the ratio of 
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service to producers in that they necessi- 
tate the removal of people from the pro- 
ducer class and greatly enlarge the service 
group. 

A cursory analysis of our population 
of 159 million indicates 35 per cent are 
workers, 25 per cent belong to the service 
group, and 40 per cent are “parasites.” 
This ratio of service to producers—rough- 
ly 0.72 to 1—suggests that we may have 
passed the peak of efficient productivity. 

Because of the low birth rate during 
the depression, the 20-to-24 age group 
will decrease each year, reaching a min- 
imum in 1956 and not again attaining 
the 1952 level until 1960. This means, 
among other things, that we are facing 
a six-to eight-year shortage in new labor 
supply and a scarcity of much-needed 
technically trained university graduates 
for perhaps 10 or 12 years. 

Economists are convinced that demand 
for more products and an increased stand- 
ard of living will continue indefinitely 
with possible minor retardations. The 
average consumer uses some 8 tons of ma- 
terial per year—-7 tons of fuel; 5 tons of 
building material; 800 pounds of metal, 
produced from 5,000 pounds of ore; 5,700 
pounds of agricultural materials, includ- 
ing 1,600 pounds of food; and 800 pounds 
of various chemical products. 

The conservative estimates of the Paley 
Commission indicate that we shall require 
in 1975—only 22 years from now—a 53 
per cent increase in total raw materials. 
For much of this we must rely on im- 
ports. We could have greater national 
self-sufficiency by using substitute ma- 
terials and synthetics, and by exploita- 
tion of lean deposits, but only at a sacri- 
fice of the present standard of living. 

The real cost of materials lies in the 
hours of human work and the amount of 
capital necessary to bring them into us- 





able form. If these manpower expendi- 
tures are allowed to rise, the result will 
be diversion of more and more manpower 
and capital from other productive efforts 
to extract the required materials, and 
a reduction of the total national output 
corresponding to the amount of goods and 
services that this diverted manpower and 
capital might otherwise have produced. 
The Paley Commission believes there is 
a serious threat that the downward trend 
in manpower costs arising from improved 
technology may be stopped and reversed 
in the near future. 

The standard of living is probably pro- 
portional to per-capita disposable income 
on a constant dollar basis. Disposable in- 
come of individuals as well as per-capita 
goods and services available for personal 
consumption (expressed in dollars of con- 
stant value) has shown a general down- 
ward trend for several years. Thus one 
must conclude that the standard of living 
in this country has decreased somewhat in 
spite of all the efforts of management and 
technology. If our good intentions for 
social reform, for improving the world, 
and for expanding military activity con- 
tinue as national policy, it is possible that 
we witnessed in 1944 the peak of our 
standard of living for several years to 
come. 

The only real answer to these problems 
is the most active pursuit of fundamental 
and applied science, and the accumula- 
tion of knowledge that will lead to new 
discoveries in the production and utili- 
zation of energy. 

Never were the words of George 
Washington, which were said 163 years 
ago, more prophetic than at the present 
time: “Nothing can better deserve your 
patronage than the promotion of 
science.” 


—Paut D. Foote. Advanced Management, May, 1953, p. 5:7. 
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THE SHERMAN ACT ON TRIAL. By Thurman 
Arnold. The Atlantic Monthly (8 Arlington 
Street, Boston 16, Mass.), July, 1953. 50 
cents. Despite its failure to fulfill the inten- 
tions of those who framed it, the Sherman 
antitrust law and the basic philosophy behind 
it—-opportunity for all and security for none 
—remains America’s distinctive contribution 
to economic legislation, the author asserts. Its 
very ambiguities, so often criticized by busi- 
ness, have kept our business structure fluid 
and elastic and still capable of shifting from 
a cold-war economy to the freedom of an 
unrestricted market governed by the forces of 
competition—whose workings the law is ex- 
pressly designed to protect. 


RULES FOR PICKING WINNERS. Acme Reporter 
(Association of Consulting Management Engi- 
neers, 347 Madison Avenue, New York 17, 
N. Y.), June, 1953. Gratis. Suggesting that 
point-scoring systems of executive appraisal 
may fail to determine the complex combina- 
tion of characteristics essential to success on a 
particular job, the author draws up a series of 
questions designed to weigh the strengths and 
weaknesses of individuals in terms of qualities 
of leadership, administrative ability, intellectual 
capacity, and courage. 


IKE'S ECONOMIC POLICY. By Jack Robins. 
Commerce (1 North La Salle Street, Chicago 
2, Ill.), June, 1953. 35 cents. A series of 
actions, undertaken with no readily apparent 
connection by various branches of the govern- 
ment, have begun to exhibit a pattern that 
matches the middle-of-the road philosophy ex- 
pressed by President Eisenhower during his 
campaign, the author believes. He cites the 
government's decision to sell 29 wartime syn- 
thetic-rubber plants to private industry at 
negotiated prices; the decision to drop plans 
for a federal power and reclamation project at 
Hell's Canyon; and a variety of other recent 
actions in the tax and monetary field. 


HOW BUSINESS GETS DONE IN RUSSIA. Fortune 
(9 Rockefeller Plaza, New York 20, N. Y.), 
February, 1953. Handicapped by difficulties 
that would seem fantastic to any U. S. execu- 
tive, the Soviet manager must work feverishly 
to turn out the goods demanded of him under 
the current government Plan. Repeated failure 
to meet the quota may well cost him his 
career—yet illegal procurement of materials 
and labor, bribery of officials, and falsification 
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of records are frequently necessary if he is to 
fulfill it. This article tells the story of an 
actual Soviet manager who held his own under 
these conditions for several years, and then 
“retired” by escaping to western Germany. 


THE CHANGED AMERICA YOU'LL BE LIVING IN 
. +» « DOING BUSINESS IN. Business Week 
(330 West 42 Street, New York 36, N. Y.), 
June 6, 1953. 25 cents. The American con- 
sumer will hold the key to prosperity when 
the shift to peacetime production finally takes 
lace, says this summary of economic trends 
ikely to develop in the next decade or two. 
Now that he has greatly increased personal 
income and leisure, the consumer will demand 
a host of new product lines, such as new 
types of shelter, which developments in elec- 
tronics, metallurgy, and chemistry can satisf 
if the sales challenge of the future is coated, 


SCIENTIFIC MANAGEMENT ABROAD. By Harold 
R. Maynard. Advanced Management (411 
Fifth Avenue, New York 16, N. Y.), May, 
1953. By participating in international con- 
ferences, guiding visiting teams of foreign ex- 
perts, and sending management experts over- 
seas to conduct training seminars, American 
industry has been freely sharing its management 
know-how with other countries since the end 
of World War II, says the author. Now, he 
believes, it should begin to export the optimism 
and the spiritual values that are characteristic 
of America—and as vital to the struggle against 
Communism as they are to successful scientific 
management. 


MANAGEMENT BY COMMITTEE. By Herrymon 
Maurer. Fortune (9 Rockefeller Plaza, New 
York 20, N. Y.), April, 1953. Group deci- 
sion-making, the author believes, is a logical 
and necessary consequence of 20th-century 
corporate development; yet management by 
committee is often a cumbersome and frustrat- 
ing procedure that bogs down in fruitless 
repetition, discussion of side issues, and the 
display of personal rivalries. Analyzing the 
experience of several large companies that 
have notable success with the use of the com- 
mittee system, he concludes that this method 
is most valuable when the committee members 
have real responsibility for policy determina- 
tion, and suggests that replacement of the 
usual committee chairman by a full-time im- 
partial presiding officer would enable it in 
many cases to achieve even greater effective- 
ness. 
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HOW GOOD IS LABOR’S LOGIC? 


For re eighth time since World War 
II, organized labor is driving for wage 
increases and improved fringe benefits. 

In the postwar years, unions have em- 
ployed—successively or in combination— 
five principal justifications for their an- 
nual demands for wage increases and 
other benefits: (1) need to maintain take- 
home pay as overtime declined after the 
war; (2) corporate “ability to pay,” as 
measured by “excessive” profits; (3) in- 
creased productivity; (4) need to keep 
pace with rising living costs; and (5) 
need to maintain or bolster purchasing 
power as a means of preventing depres- 
sion. Each year they have used whichever 
arguments seemed to offer the best chance 
of success in the prevailing economic 
climate; and when the climate changed, 
the argument has changed with it. They 
demanded higher wages when living costs 
were rising, as in 1947, 1948 and 1950, 
and higher fringe benefits when living 
costs were falling, as in 1949. 

This year the unions’ objectives and 
arguments again are being varied to suit 
the economic climate. Since the rise in 
living costs has now leveled off, they are 
basing their claims for new wage and 
benefit increases mainly on (1) increased 
productivity and (2) the need for pro- 
viding additional purchasing power for 
the workers in order to maintain pros- 
perity as defense spending falls off. 

The productivity argument raises the 
question of principle in distributing the 
rewards of productivity. Not only those 
who are factory workers contribute to 
the improved efficiency of our economy, 
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but also school teachers, farmers, public 
servants, investors—everyone, in fact, 
who works at a task for which there is 
economic demand. All these are entitled 
to share in the gains of productivity; 
and lower prices, by increasing the buy- 
ing power of all groups in the economy, 
would best accomplish this end. This 
principle was recognized at a recent con- 
ference on productivity held in Switzer- 
land by the International Labor Organiza- 
tion and reported in its I. L. O. News 
as follows: 

The experts agreed that it was of utmost 
importance, if higher productivity was in 
fact to lead to higher living standards, that 
its benefits should be equitably distributed 
among capital, labor, and consumers. 
The experts expressed the view that the 
share of workers in the benefits of higher 
productivity might take the form in part 
of higher wages, in part of lower prices for 
the goods produced, and in part of better 
working conditions, including shorter hours, 
social services, and improved housing. 
Moreover, any theory that labor is 

entitled to a lion’s share of productivity 
gains must also be balanced against the 
just claims of capital, which has provided 
the new tools and machinery that have 
lightened the burden of labor's toil and 
been largely responsible for its vastly in- 
creased output. The steel industry alone, 
from the end of the war through this 
year, will have expended over $52 billion 
for increasing the capacity and efficiency 
of the country’s steel plants. 

The second theory—that the way to 
maintain prosperity is to increase purchas- 
ing power by boosting wages—may sound 
plausible; yet anyone who has had to 
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meet a payroll knows that increasing 
wages means, other things being equal, 
increasing costs, and that unless he can 
increase prices correspondingly he is in 
trouble. And it is only at the expense of 
the consumer that increased costs can be 
passed on in prices. Thus, a great many 
people find their ability to buy actually 
reduced. 

What the question finally comes down 
to is whether it is better to try to in- 
crease purchasing power by pushing 
higher the wages of relatively few work- 
ers in key industries, or to hold the line on 


wages and allow the forces of increasing 
competition, the gains in productivity, 
and the decline in materials prices to be 
reflected in generally lower living costs 
which will be of benefit to all. In the 
first case, there is a definite risk of creat- 
ing new distortions in the economy, with 
disruption of trade relations and loss of 
purchasing power when people can no 
longer do business with one another. In 
the second, such risks are minimized and 
a surer basis is maintained for the bal- 
anced relations which are a necessary 
condition of broad markets and full 
employment. 


—Monthly Letter on Economic Conditions and Government Finance 
(National City Bank of New York), June, 1953, p. 69:3. 


EMPLOYEE BENEFITS—A SURVEY OF RECENT TRENDS 


A suarp Rise in the percentage of union 


contracts which provide pensions and 
social insurance has taken place during 
the past three years, according to a new 
Bureau of National Affairs survey of 
400 collective bargaining agreements now 
in effect. Over the past three years, 
gains in pension provisions have been 
fourfold, and in social insurance more 
than twofold. 

“Social insurance” refers to such em- 
ployee benefits as hospitalization, life in- 
surance, monoccupational sickness and 
accident insurance, and surgical care— 
as distinguished from paid sick leave and 
pensions. Though social insurance pro- 
visions (with the exception of medical 
insurance) are still more widespread in 
manufacturing than in nonmanufactur- 
ing, the gap has been narrowed in the 
last three years. Hospitalization and non- 
occupational sickness and accident insur- 
ance have increased most in manufactur- 
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ing, while even larger gains have been 
made by life insurance and surgical plans 
in nonmanufacturing. 

Along with the pronounced rise in the 
number of hospitalization provisions have 
been increases in the level of daily bene- 
fits, duration of coverage, and amount of 
“extra” coverage. For example, bene- 
fits of $8 or more a day are provided in 
75 per cent of plans designating benefit 
payments, while $10 or more a day is 
specified in 28 per cent of these plans. 

Life insurance, unlike hospitalization, 
has gained twice as rapidly since 1950 
in nonmanufacturing as it has in manu- 
facturing. The value of policies likewise 
reflects the upward trend, with 56 
per cent of contracts indicating the size 
of the policy providing amounts of $2,000 
and up. 

Nonoccupational sickness and accident 
insurance plans are over two and one- 
half times as frequent as in 1950. Most 
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of this jump results from a threefold 
increase in manufacturing, where the 
trend toward replacing paid sick-leave 
provisions with this insurance is most 
apparent. Benefits have been liberalized 
and—in half the contracts spelling out 
benefit levels—now range between $30 
and $60 a week. 

Negotiated surgical plans have in- 
creased more in the last three years than 
any other social insurance benefit. The 
area of largest growth has been non- 
manufacturing, where 29 per cent of 
contracts now have such provisions, as 
against only 5 per cent in 1950. 

Employers pay the entire cost of social 
insurance in 54 per cent of contracts 
giving financial details. In the remaining 
46 per cent, employees and employers 
share the cost in varying degrees. 

Negotiated pension plans, now found 
in 42 per cent of union agreements, have 
made great headway in the past three 
years. Most pension plans specifying a 





normal retirement age call for retirement 
at age 65. However, retirement at this 
age is not made compulsory in two-thirds 
of these plans; and an increasing num- 
ber (33 per cent) of this latter group 
allow service credits to accumulate up to 
actual retirement. A minimum monthly 
benefit of $100 (inclusive of social se- 
curity) is provided in 45 per cent of 
contracts which designate benefits; at the 
same time, a growing number (48 per 
cent) provide maximum monthly benefits 
ranging from $120 to $185. 

The sizable fall in the frequency of 
paid sick-leave provisions in union con- 
tracts (from 20 per cent in 1950 to 15 
per cent today) is clearly traceable to 
the trend toward handling sick leave by 
means of nonoccupational sickness and 
accident insurance. The amount of paid 
leave provided ranges from five days per 
year to an unlimited period. Full pay 
is given in 70 per cent of contracts with 
paid sick-leave provisions. 


—Labor Policy and Practice (Bureau of National Affairs, Inc.), May 21, 1953, p. 3:4. 


Working Wives: How Do They Manage Double Duty? 


TEN MILLION American women lead double lives. They are working wives who 
run homes and hold jobs, too. 

How do they manage double duty? General Electric questioned 700 working 
wives to find out. The answer, it appeared, is that working women do as much 


housework as full-time housewives do, but at different times. They do only a 
little less shopping, and spend an average of only 12 minutes a day less time in 
getting meals. 

They're as lax as all-day homemakers about using labor-saving devices. For in- 
stance, half never use the timers on their ovens and roasters. They bake pies and 
cakes almost as often as other wives. Moreover, they give nearly as much time 
to recreation and entertaining as one-job wives. What, then, are non-working 
wives doing with their time? 

For one thing, they spend nearly eight hours more a week “just relaxing.” 
But double duty doesn’t seem to wear down the working wives. Some 22 per cent 
say they are “exhausted” when bedtime comes. The percentage of full-time house- 
wives in that condition is exactly the same. And more working than non-working 
wives report they end the day “pleasantly tired” or “wide awake.” 

—Changing Times (The Kiplinger Magazine) 5/53 
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COMPANY CAFETERIAS: A SURVEY OF COSTS 


plants employing fewer than 500 workers. 


In THESE pays of high living costs, high 
flying saucers, and high blood pressure, 
the price of a meal in a downtown eat- 
ing place often puts a sizable dent 
in a five-dollar bill. So it’s not hard to 
account for the popularity of any restau- 
rant where you can get a lunch starting 
out with soup, continuing through a 
meat entree, and winding up with coffee 
and pie a la mode—and still have change 
from the dollar you use to pay the check. 

The company cafeteria dishes out this 
kind of food bargain daily—and it does 
so deliberately. Moreover, it needn't 
worry about competition, for nobody can 
match its prices. The reason: Manage- 
ment, in its effort to provide workers with 
pleasant and relaxed working conditions, 
has come up with a singular variation on 
the “Dutch treat” idea. It invites its 
employees to have lunch with the com- 
pany every day, and picks up part of the 
check. And companies that operate cafe- 
terias for their personnel feel that from 
a morale and health point of view the 
expense is worth it. 

Of course, running a cafeteria is big 
business. And when a firm installs one, 
it has usually reached the 500-plus mark 
in employment. The small manufacturer 
finds, as a rule, that his budget cannot 
permit him to undertake the cost of sub- 
sidizing a cafeteria, particularly when 
the number of his employees is not suffi- 
cient to require making special arrange- 
ments to feed them. There are many 
small companies that set aside lunch-room 
space in some part of their buildings to 
provide their people with a pleasant spot 
to eat and relax. These eating places are 
frequently equipped with a hot plate; 
some firms even furnish free coffee. But 
the full-scale cafeteria is seldom found in 
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From a survey of 22 firms in the Cleve- 
land area (which is considered to be gen- 
erally representative of U. S. industry as 
a whole), it appears that the bill to man- 
agement for running an employee eating 
place adds up to this: If the company 
pays for space, operation and equipment, 
the average cost is $21.21 per employee 
per year; if the company figures expense 
for just the operation of the cafeteria, 
it's $7.97 per employee per year; if the 
company simply provides space and 
equipment, and a concessionaire operates 
the cafeteria, it’s $3.33 per employee per 
year. 

Actually, of course, not all employees 
eat at their company cafeteria, so these 
are only rough estimates. Here are ver- 
batim replies from a few of the firms 
participating in the survey: 

Company 1: “Our cafeteria serves four 
meais a day. We spend $62,188.77 per 
year on the restaurant, and this includes 
space, operation, and equipment. On that 
basis it costs us $17.53 per employee per 
year to maintain our cafeteria.” 

Company 2: “Cafeteria serves three 
meals a day. The bill was $9,670 for its 
operation last year. This includes the 
running of the cafeteria only. That means 
we spend $1.39 per employee per year 
to operate the restaurant.” 

Company 3: “Our cafeteria serves two 
meals each day. It costs us $20 per year 
per employee to maintain it. Last year 
our expenses amounted to $26,000 for 
space, operation, and equipment.” 

Company 4: “Five meals a day are 
served in the plant cafeteria. Last year 
we paid out $30,600 to support it. And 
that takes into consideration operation 
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costs only. On a per-employee-per-year 
basis we spend $12.00.” 

Company 5: “One meal is served. But 
our expense for cafeteria operation, space, 
and equipment is $47,757 per year; or 
$46.68 per employee per year.” 

Company 6: “We have a concession- 
aire. But we help him out. He serves 
two meals a day. Our yearly bill is $8,346 


for space, equipment, and _ subsidized 
loss. It breaks down to $4.16 per em- 
ployee.” 

Company 7: “$63,522 is the bill the 
company picks up for cafeteria operation 
this year. It covers operation of res- 
taurant only. Company serves one meal. 
The figure is $11.39 per employee per 
year to provide a cafeteria.” 


—For the Informed Executive (Associated Industries of Cleveland, Inc.), June 1, 1953, p. 1:2. 


“QUNCH”: NOVEL TWIST IN TRAINING FOLLOW-UP 


HAROLD R. NISSLEY 


Few companies attempt to measure the 
results of their training programs beyond 
preparing a superficial report which tells 
how many man-hours were spent on train- 
ing and in what areas. Subjective opinions 
are frequently rendered by personnel 


directors, but they fail to yield a quanti- 
tative answer to the question: “What 
did we get for our man-hours and money 
spent in training?” 

In order to arrive at some measure of 
training results, and as a means of stim- 
ulating workers’ interest in the subject 
matter itself, one company has developed 
a series of noon-time quizzes which it 
refers to as a “qunch” (quiz-lunch) 
game. Workers who win this game by 
answering the questions correctly get free 
lunches. Quizzes are developed about sub- 
ject matter on which management wishes 
to stimulate workers’ interest and thought 
—such as economics or safety—or mate- 
rial on which specific training has been 
given. 

A sample “qunch” sheet on economics 
was developed for this article (together 
with the writer's answers), which may be 
found in the accompanying illustration. 
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Obviously a company would want to 
modify the quiz to suit its own needs; but 
it serves to illustrate this educational de- 
vice. 

The “qunch” idea might be set into 
motion in several ways. One way, for 
example, is to ask the cashier in the caf- 
eteria to pass out a sheet to everyone leav- 
ing the cafeteria line. To be eligible for 
a prize, each contestant must leave his 
filled-out quiz with the cashier on his way 
out of the cafeteria. These tests are then 
collected and quickly graded. The results 
are posted in the cafeteria—along with 
the correct answers—the following work- 
ing day. The quiz and the answers may 
also be reproduced in the company news: 
paper. Where multi-shift operations are 
carried on, more than one set of questions 
would be necessary. 

Obviously, if you don’t have a cafeteria 
or most of your hourly-rated people do 
not use your cafeteria, this “qunch” idea 
would have to be modified to suit your 
conditions. You may, for example, wish 
to put such quiz sheets behind the time 
cards of non-exempt people and ask that 
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QuncH Winners Get Free LUNCHES 


This contest is open only to hourly-rated employees. Answer as many 
of the following questions as you can and return this sheet (signed) to 
the cashier before leaving the cafeteria. Wéinners and answers will be 
posted tomorrow. High scorers win a free lunch ($1.00 limit). 


1. The (a) common stockholder, (b) the preferred stockholder, (c) 
the bondholder suffers most during inflation 


2. Of the total wage and salary bill in this country, 5%, 10%, 20%, 
30%, 40%, 50%, 60%, 70%, 80% goes to people making over 
$10,000 per year 


3. The least inflationary method of government financing is: (a) 
bonds; (b) issuing more money; (c) increasing personal income taxes; 
(d) increasing corporation taxes; (e) bank borrowing 


4. Americans enjoy the highest scale of living in the world mainly 
because: (a) they are smarter than others; (b) they have more money; 
(c) they have the best form of government; (d) they produce more 
per man-hour; (e) of high tariffs; (f) of huge government spending... 


5. The chief cause of the Great Depression of the thirties was: (a) 
over-expansion of credit; (b) Wall Street bankers; (c) Herbert Hoover; 
(d) too many goods; (e) too many people out of work; (f) low tariffs; 
(g) stock market crash; (h) low farm prices 

6. That part of the typical manufacturer's sales dollar that goes 
for wages is: 10¢; 20¢; 30¢; 40¢; 50¢; 60¢; 70¢; 80¢; 90¢ 

7. In the final analysis, insurance claims are paid by: (a) insurance 
companies; (b) all tax payers; (c) the federal government; (d) the 
banks; (e) all the policy holders 

8. 10%, 20%, 30%, 40%, 50%, 60%, 70%, 80%, 90% of the 
average person's income now goes for direct and indirect taxes ............ 


— 


9. Where unions have attempted to run businesses themselves, 10%, 
20%, 30%, 40%, 50%, 60%, 70%, 80%, 90% of them have failed.. 


10. In the space below suggest a question (and your answer) that 
might be suitable for a future qunch game. 


Pe IIS « sessccincesinciiccechinitessiecacsneapnsbodatiieapiiia mpi lhdags SII cicitcsisadsiecttinnziictiianiin 


(Answers to the above test: #1, c; #2, 5%; #3, c; #4, d; #5, a; #6, 30¢; 
#7, ec; #8, 30%; #9, 90%.) 











themselves, the more they learn. And the 
learning process is a pleasant, voluntary 


the answers be turned in before quitting 
time, if they are to be counted. 


What about cribbing in a situation of 
this kind? This is one instance in which 
collaboration should be encouraged. The 
more people discuss these ideas among 
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one—not thrust upon a “captive audi- 
ence” as in the case of some compulsory 
training programs. 

Good results may be obtained if a 
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eneral pattern such as the following is 
observed : 

1. Quizzes should be held with some 
regularity—for example, on Friday of 
each week. 

2. Results should be posted the follow- 
ing working day (showing answers and 
winners). 


3. Answers should be short—unless 


interest builds up to the point where 
people ask for explanations. 

4. If anyone furnishes proof of the 
validity of his answer compared with 
yours, grant him a free lunch, too (with 
some limit, such as $1.00). 

5. Publish the answers and questions 
in your house organ, if you have one— 
but be sure your answers are correct! 


The Job Applicant's Story—fact or Fiction? 


DO JOB HUNTERS lie when they fill out employment application blanks? 

If they don't, harassed personnel men could save countless hours of reference- 
checking. If they do, a tightening of procedures may be indicated in companies that 
have been lax in contacting job seekers’ former employers. 

A partial answer to the whole question has emerged from a recent study made 
by James N. Mosel, a George Washington University psychologist, and Lee W. 
Cozan, a Washington, D. C., personnel man. After investigating the contents of 
application blanks filled out by job hunters, these researchers found that: 


1. Eighty per cent of the job applicants were honest about their wages on former 


jobs. 


2. Men and women applicants appeared to be about equally truthful, though 
the women were slightly more inclined to bluff. 

3. Length-of-employment information was almost always accurate. 

4. The biggest exaggerations appeared on the subject of job duties. This in- 


formation definitely needs checking. 


5. The personal interview is more effective as a barometer of honest information 


than the written application blank. 


6. Applicants are less honest about details of their last two jobs than they are 


about jobs held some time ago. 
generally sufficient. 


7. Reference-checking on personality traits is unreliable. 


rarely commit himself on that score. 


A check of the two most recent employers is 


The reference will 


—Employee Relations Bulletin (National Foremen’s Institute) 3/25/53 


Why They Quit 


“WHAT HAPPENED to your last job?” is a question asked applicants for positions 


in a large New York City department store. 


These are recent answers which 


indicate that in a free society there are wonderful reasons not to go on working: 
“The foreman said my horse’s-tail hair-do was awful and to change it. I said 


“No’"—and that was that. Anyway, he was married.” 
“The girl next to me was singing all day long, ‘How Much Is That Doggie in 


the Window?’ erf, erf.” 


“They put me on the night shift, but all I heard there was jokes about going 


to Denmark.” 


“I was tired and I wanted to lie in bed a while and collect my hospitalization.” 


—The New York Times Magazine 5/17/53 
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EMPLOYEES MERIT-RATE ONE ANOTHER. By P. J. 
Madden. Factory Management and Mainte- 
nance (330 West 42 Street, New York 36, 
N. Y.), June, 1953. 50 cents. A box com- 
pany manager describes a merit-rating plan— 
applied to office personnel, sales department 
members, and production supervisors—which 
permits evaluation by two or three levels of 
immediate supervisors and by those employees 
who have a close working relationship with 
the ratee. An outside consultant, who is the 
only person to see the original rating sheets, 
tabulates the results and conducts confidential 
interviews with each employee to discuss the 
ratings. 


DEMOCRACY IN LABOR UNIONS. By Joel Seid- 
man. The Journal of Political Economy (Uni- 
versity of Chicago Press, 5750 Ellis Avenue, 
Chicago 37, Ill.), June, 1953. $1.50. Analyz- 
ing at some length the conditions that tend to 
discourage active participation by union mem- 
bers in the affairs of their local, or offer special 
opportunities for autocratic leadership to de- 
velop and flourish, the author concludes that 
—while any union officer, no matter how 
dictatorial, can be overthrown by an aroused 
and determined membership—good wages and 
job security are more important to most rank- 
and-file workers than democratic conditions 
in the local organization. 


RELATIONSHIPS BETWEEN EMPLOYEE SERVICES 
AND TOTAL LABOR COST. By Harvey D. 
Tschirgi. Personnel Administration (Prince and 
Lemon Streets, Lancaster, Penna.), May, 1953. 
Presents five possible explanations for the 
findings of a 1950 research study which 
indicated that total labor costs per employee 
tend to fall rather than rise as the number of 
employee services other than direct wage pay- 
ments is increased. The author's two con- 
clusions: 1) Employees seem to respond more 
favorably to pay raises than to fringe bene- 
fits, so that even though these increases cost 
more than additional employee services, they 
will be more productive of high morale; 2) 
firms with ample liquid assets are inclined to 
furnish a greater number of employee services. 


LABOR IN 1953. Information Service (Central 
Department of Research and Survey, National 
Council of the Churches of Christ in America, 
297 Fourth Avenue, New York 10, N. Y.), 
June 27, 1953. 10 cents. Important de- 
velopments affecting labor and labor-manage- 
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ment relations in the first six months of 1953 
are critically examined in this issue. Recent 
wage trends, the prospects for unity in the 
labor movement, and the “clean-up” of the 
AFL Longshoremens Union are considered; 
the article also presents an analysis of pro- 
posed amendments to the Taft-Hartley Act 
and current court interpretations of the law. 


WHY OUR ANTI-TRUST LAWS SHOULD APPLY 
TO LABOR AS WELL AS TO MANAGEMENT. By 
Theodore R. Iserman. Vital Speeches (33 
West 42 Street, New York 36, N. Y.), April, 
15, 1953. 30 cents. Unions often engage in 
restraint of trade by dictating prices to manu- 
facturers and by resisting new methods and 
machines; they have become effective mon- 
opolies, conducting centralized collective bar- 
gaining and region-wide strikes and forcing 
employers, under the threat of strikes, to pass 
on the costs of union demands to the public, 
the author asserts. He advocates an amend- 
ment to the anti-trust laws to protect the 
poe against the effects of the high costs and 
ow output which he attributes to the increase 
in union power since 1935. 


TWO SIDES TO A STRIKE. By Leo Wolmsn. 
The Freeman (240 Madison Avenue, New 
York 16, N. Y.), July 27, 1953. Reprints 
10 cents. By refusing to evade the issue of 
whether its employees should be required to 
join a union and by achieving a strike settle- 
ment last March without resorting to govern- 
ment intervention, the Southern California 
Edison Company has provided Congress with 
a unique example of how strike issues should 
be handled and federal labor legislation re- 
designed, according to the author. The right 
to strike, he believes, should not take pre- 
cedence over other rights more basic to the 
public welfare. 


DEVELOPING PROFESSIONAL CONSCIOUSNESS IN 
THE YOUNG ENGINEER IN INDUSTRY. By R. E. 
Burton. Mechanical Engineering (29 West 
39 Street, New York 18, N. Y.), June, 1953. 
50 cents. An analysis of the need for pro- 
fessional standards compatible with both the 
interests and aims of the young engineer and 
the requirements of industry, with a description 
of the engineering department's development 
program at Du Pont. Discussing the criteria of 
professionalism, the author points out the im- 
portance of developing the engineer's aware- 
ness of his suponailliy to the public even in 
the absence of any direct contact between them. 
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CONTROLLING OFFICE SUPPLIES—A WORKABLE SYSTEM 


Next To salaries, the major item of ex- 
pense in the office is, generally, not 
the mechanical equipment and furniture 
(as might be thought), but the many sup- 
ply items required from day to day. For 
example, the cost of a new typewriter is 
exceeded many times over during its 
normal life by the total cost of such sup- 
plies as stationery, envelopes, invoices, 
carbon paper, stencils, ribbons, cleaning 
fluids, etc. 

The creation of a centralized control 
unit for the entire company, having full 
authority for developing, establishing, and 
maintaining an adequate program, is the 
key to effective office-supplies control. 
Among the factors to be considered in 
setting up such a program are the follow- 
ing: 

Standardization. The establishment of 
sound, intelligent standards for office sup- 
ply items cannot fail to result in sub- 
stantial savings. In addition, fewer items 
will be ordered; a reduced number of 
purchase orders will need to be processed; 
there will be better control of stocks; and 
less storage space will be required. 

Both cost and performance should be 
weighed in buying office supplies. A 5 per 
cent lower cost may be more than offset 
by a 20 to 30 per cent decrease in wear- 
ing quality, so that an apparent saving 
from the standpoint of price alone may 
result in higher total costs. 

Careful consideration should also be 
given to the possibility of combining sizes 
and kinds in establishing standards. This 
may, in some cases, mean the elimination 
of special brands, carried to satisfy per- 
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sonal preferences, which increase costs 
without justification. 

No standardization program for office 
supplies can be satisfactorily established 
without a study of forms. Good form de- 
sign provides for the pre-printing of all 
repetitive information, with sequence of 
data arranged so that typing can be done 
with a minimum of skips and re-position- 
ing of machines. Also, since many forms 
are copied in part from another form, 
information to be copied should be posi- 
tioned in the same sequence as on the 
source document. 

To eliminate the necessity of repeatedly 
writing out complete descriptions in or- 
dering and recording, each office supply 
item carried in the stockroom should be 
given a number. When standards have 
been established and numbers assigned, a 
complete listing or catalogue should be 
published by the centralized control unit 
and distributed to all personnel respon- 
sible for requisitioning office supplies. 

Purchasing. After the office supplies 
catalogue of standard forms and other 
items has been prepared and distributed, 
a regular cycle for ordering quantities for 
the various stockrooms can be established. 
This could take the form of a quarterly 
requisition, which would indicate the re- 
quested quantity of each item from each 
location. The use of a permanent pur- 
chase requisition which can be used over 
and over means that complete information 
on description, specifications, vendors, 
charge numbers, etc., need only be pre- 
pared the first time. In addition, the use 
of a permanent purchase requisition in- 


The Management Review 





sures correct data and provides in one 
place all historical information on usage 
and past orders. When supplies are to 
be purchased, the permanent requisition 
is removed from the file and required 
quantities indicated. It is then forwarded 
to the purchasing department for further 
processing, and eventually a purchase 
order is issued. The permanent requisi- 
tion is then returned to the central con- 
trol unit, where it is held for the next use. 
Distribution. In the distribution of sup- 
plies from the local stockroom to the 
using departments, it will be helpful if 
ordering is limited to one day each week, 
with the amount requisitioned not ex- 
ceeding the expected use for the follow- 
ing week. This practice will prevent large 
quantities of supplies from piling up in 
the various departments and will also 
save considerable time for those who 
process and fill requisitions and deliver 
goods to the ordering departments. 
Storage. Many people want consider- 
ably more office supplies at hand than 
they actually need at any one time. This 
attitude may easily result in large over- 
stocks of identical items in the same area, 


with a misuse of valuable space. One 
remedy is a centrally located storage 
cabinet for housing the office supplies re- 
quired by all personnel in each depart- 
ment. Responsibility for maintaining a 
two-week stock can be assigned to one 
individual, who should plan to replenish 
the stock by placing a weekly order with 
the stockroom. 

To avoid stockroom “run-outs,” a mini- 
mum supply of each item can be iden- 
tified by marking, tying or wrapping. 
When this quantity is broken into, the 
stock clerk should notify the office so 
that immediate action can be taken to 
secure additional quantities. 

Record-Keeping. In many 
detailed perpetual-inventory records are 
maintained for unit-control purposes. A 
much simpler, yet adequate, way is to 
record only total purchases, and, from 
time to time, indicate the inventory on 
hand as reported by the stockroom when 
a low point in the quantity is reached. 
From these few figures, the total con- 
sumption over a period of time can be 
quickly determined. 


instances, 


—HeErRMAN A. Downs. N. A. C. A. Bulletin, May, 1953, p. 1194:7. 


STOP REWRITING GOOD LETTERS! 


Have YOU CHECKED your wastebaskets 
recently? If so, you may have found 
that the larger part of the discarded ma- 
terial was prepared with the expectation 
that it would be signed, issued or released. 
In many large organizations, reams of 
good and even excellent letters, carefully 
typed with multiple carbons, are crumpled 
and tossed into wastebaskets because those 
who write and those who review find that 
certain little improvements can be made. 
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The person who composes a letter is 
often reluctant to forward it for review 
and signature when he detects an improv- 
able point in the typed product. More- 
over, the typical reviewer, on receiving 
what he supposes to be the original letter, 
is inclined to look for weaknesses which 
he may prefer to correct. And the execu- 
tive who finally signs the letter is likely 
to rephrase it to make it sound a little 
more as he would have written it—not 
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realizing that his “improved” version will 
be perhaps the fifth retyping of what orig- 
inally was quite suitable from the point of 
view of the addressee. 

Most of us, whether we are writers or 
reviewers, want the letters that go out of 
our office to be as perfect as we can make 
them. Everyone along the line fears that 
if letters with slight imperfections are not 
rejected, the work turned out by typists 
and stenographers will deteriorate. 

The fact that much of this retyping 
could well be eliminated does not imply 
that our standards of correspondence 
should be lowered. What it does suggest 
is that judgment of the adequacy of a 
letter already prepared should be based on 
common sense rather than on trivialities. 
In day-to-day business, correspondence is 
a means of communication rather than a 
display of grammatical and literary art. 
That being so, there is a point where im- 
proved results are too minute to justify 
spending more time on retyping. Alto- 
gether too much time is spent by busy 
executives on matters not deserving any- 
one’s attention. We're sawing a good 
deal of exceedingly small wood. 

In one instance, a correction made by a 
reviewing official was re-corrected by a 
higher official before the letter was re- 
leased. The final text was identical with 
the first version! 

In another case, 19 addressees were to 
receive the same letter, individually typed 


in each case. When the letters were pre- 
sented for signature, the person who was 
to sign decided that this wasn't quite what 
he had approved in draft form over the 
telephone, and requested a minor change 
in phrasing. When the 19 rewritten let- 
ters appeared, he decided to make one 
more very minor “improvement” of his 
own version. The 19 letters were punched 
out individually for the third time. 

The letter-retyping dilemma will be 
eased when reviewers and signers—par- 
ticularly those in supervisory or executive 
positions—follow this simple test of the 
adequacy of a letter that has been pre- 
pared for signature: 

1. Will it fail to bring the same re- 
sults as a rewrite? 

2. Will the present version of the let- 
ter create a deservedly bad impression of 
the originating office or of the organiza- 
tion? 

3. Is the nature of the correspondence 
such that it must be rechecked and re- 
typed until no further improvement ap- 
pears possible? 

4. Would you, from the viewpoint of 
a stockholder, say that the letter should 
be retyped? 

By limiting retyping jobs to instances 
in which you can truthfully say “yes” to 
any of these four questions you will save 
an astonishing amount of time and sta- 
tionery. 


—At Ames. The Office, May, 1953, p. 6:3. 


Novel Ways to Recruit Workers 


SOUVENIRS and giveaways play a big part in the white-collar recruitment cam- 


paigns of telephone companies. 


To lure applicants, American Telephone and 


Telegraph use (1) book matches with messages on inside covers, (2) emery boards 
in miniature given out free to girls in schools, (3) handy pocket address books 
with recruiting copy on the inside pages, (4) stickers on mirrors in company rest 
rooms asking employees to recommend their friends, (5) napkins in employee 
cafeterias imprinted with recruiting messages, (6) blotters describing job openings. 


—Mill & Factory 2/53 
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RAISING OFFICE PRODUCTION: ONE COMPANY’S APPROACH 


I THE pays when clerical labor was 
cheap, it often did not seem worth- 
while to change accepted procedures and 
upset well-understood routines. Clerks 
were not paid much; it was cheap to 
check, doublecheck, and proliferate rec- 
ords against the time they might be 
needed. Today, however, our resource- 
fulness must be used to devise new sys- 
tems which produce cost reduction, im- 
proved service to customers, and an up- 
grading of jobs. 

Between 1940 and 1950, the office 
workload at the New York Life Insur- 
ance Co. increased about 22 per cent. At 
the same time, clerical manpower declined 
by 7 per cent. In other words, the aver- 
age efficiency of our operation—the out- 
put of work per manhour of labor—in- 
creased about 31 per cent during the 
decade. 

Using modern equipment, we have been 
able to lighten the manual workload sig- 
nificantly in some areas of our operations. 

Office machinery is a relatively new 
field, as is shown by these figures on aver- 
age value of office machinery in use per 
clerical employee: 1900—$70; 1920— 
$140; 1950—$260. Even allowing for the 
effects of inflation, which explains part of 
the increase, progress in mechanizing 
clerical work looks fairly impressive on 
the basis of these data. Yet the value of 
capital equipment per worker in all 
branches of industry, over the same pe- 
riod, showed almost an eight-fold increase. 
In 1950 the average office worker was as- 
sisted by only $260 of machinery, whereas 
in private industry as a whole $1,700 was 
invested in equipping the average worker. 
These comparisons indicate that we are 
only on the threshold of an expanded rate 
of capital expenditure, which will give the 
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white-collar worker the effectiveness that 
we can expect from full utilization of 
modern technology. 

Yet new machinery, however efficient, 
is by no means a substitute for improved 
techniques and procedures. Simplification 
of systems and methods has enabled us to 
eliminate a number of superfluous records 
and eliminate duplication of others. These 
are some of the ideas we have found use- 
ful in reducing clerical costs: 


1. Establishment of a separate depart- 
ment to study and recommend new meth- 
ods and procedures. This function will 
not be effectively handled unless it is some 
one person’s main job, nor will there be 
any satisfactory progress if the responsible 
person is allergic to new ideas or devoid 
of curiosity. 


2. Timing is an important considera- 
tion in making changes. A program must 
be planned in advance and started at a 
propitious moment, with adequate time 
for thorough development and staff prep- 
aration. 

3. Top management must work hard 
to create an atmosphere of receptivity to 
change. It is important to make change— 
or, more accurately, consideration of 
change—fashionable. 


4. The ideas of the procedures depart- 
ment should be given an open-minded 
hearing by old-timers who have had re- 
sponsibility over the years for routine op- 
erations. Equally important, their views 
must be thoughtfully considered. 


5. A procedures department is an aid, 
not a substitute for thinking by heads of 
operating departments who have the ulti- 
mate responsibility for doing a more ef- 
ficient job. 

6. You should not hesitate to copy or 
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adapt freely from competitors and other 
companies faced with similar problems. 
Visit and encourage visits. 

7. There is no substitute for cross- 
fertilization of ideas. Our company has 
drawn candidates from our own group to 
be trained along new lines or outside our 
walls; and we have employed men and 
women who have secured outside experi- 
ence. Occasionally, we have brought con- 
sultants in to review our operations. 

Efficient office operation is unlikely 


without consideration of all the tech- 
niques—old and new—of personnel ad- 
ministration. The achievement of em- 
ployee satisfaction must be the objective 
of personnel policy—and your efforts 
must be sincere. It is imperative that top 
management should think of new ma- 
chines, systems, and techniques, not as a 
means of reducing the number of em- 
ployees but as an opportunity to release 
hitherto unused talents for work at a 
higher level. 


—From an address by Devereux C. Josepns before the 
Life Office Management Association. 


On Reports: Advice from an Old Hand 


TO DO OUR WORK, we all have to read a mass of papers. Nearly all of them are 
far too long. This wastes time, while energy bas to be spent in looking for the 
essential points. 

1. The aim should be reports which set out the main points in a series of short, 
crisp paragraphs. 

2. If a report relies on detailed analysis of some complicated factors, or on 
statistics, these should be set out in an appendix. 

3. Often the occasion is best met by submitting not a full-dress report, but a 
memorandum consisting of headings only, which can be expanded orally if needed. 

4. Let us have an end of such phrases as these: “It is also of importance to bear 
in mind the following considerations,” or “Consideration should be given to the 
possibility of carrying into effect ... ." Most of these wooly phrases are mere 
padding, which can be left out altogether, or replaced by a single word. Let us not 
shrink from using the short expressive phrase, even if it is conversational. Reports 
drawn up on the lines I propose may at first seem rough as compared with the flat 
surface of officialese jargon. But the saving of time will be great, while the discipline 
of setting out the real points concisely will prove an aid to clear thinking. 

—Sir Winston CHURCHILL 


“Tapering Off” to Retirement 


TO ENCOURAGE employees to develop use of their leisure time before reaching re- 
tirement age, Philip Morris has a policy of enforced vacations which it has applied 
for the past year to its officers and department heads. Retirement is compulsory 
for company employees at age 65. When an executive reaches 60, he must 
take two months off (consecutively) each year. After his 64th birthday he takes 
three months, two of which must be taken at one time. 

Purpose of this policy is twofold: It gives the executive an opportunity to test 
his reaction to retirement; and it tests the training of the man who will succeed the 
executive, 

At McCormick & Co., an employee at 62 or 63 takes frequent half-day rests 


to ward off the abrupt change of full retirement. 
—Modern Industry 1/15/53 
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CUTTING RECORDS COSTS: A NEW METHOD 


W en SPEED of operation, security, 
and cost reduction are the key factors in 
the storage of business records, micro 
filming is frequently the best way to 
overcome the major problems of records 
storage and reference. However, when 
a company is concerned solely with sav- 
ing space and equipment in its regular 
office quarters, it is more economical to 
store the original material in a records 
center. 

Records management is a comparatively 
new concept in business. Its potential in 
the fields of cost control and methods 
simplification is only now gaining recog: 
nition. Among the progressive techniques 
which are being developed in this area 
by the National Records Management 
Council is a new type of records center. 
The use of such an installation often 


makes it possible to store original ma- 
terial at less cost than microfilming of the 


same material. 

In considering the records storage prob- 
lem, the governing factors are: (1) maxi- 
mum use of low-cost space; (2) low-cost 
equipment; (3) effective control; and (4) 
rapid service. 

Occupancy in the new type of records 
center is planned to obtain a ratio run- 
ning from 4 cu. ft. per square foot to 
5.5 cu. ft. per square foot. The space 
utilized is in the low cost range. Standard 
steel shelving units, arranged on a modular 
plan for flexibility, and standard cor- 
rugated containers reduce equipment 
costs over 90 per cent. 

A planned flow of records, controlled 
locater devices, housing in accordance 
with the rate of references, appropriate 
handling equipment, and adequate tele- 
phone service combine to provide rapid 
and efficient servicing. 
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The National Records Management 
Council's studies show that approximately 
80 per cent of all business records should 
have a life of 10 years or less. Fewer 
than 10 per cent of business records 
should be permanent. The balance should 
have a life of over 10 years but less than 
permanent. 

To take a specific case as an example: 
Let’s accept as a common denominator 
forms measuring 8/7” X 11” with copy 
on one side only. In 10 four-drawer, 
correspondence-size filing cabinets of such 
material there would be about 160,000 
pieces to be microfilmed. In volume, 
these records would measure approxi- 
mately 60 cu. ft. Assume that this group 
is part of a larger group of at least 
2,000,000 documents. (This is necessary 
in order to obtain low cost figures for 
microfilming.) 

What will be the cost per exposure? 
Studies of this situation in many com- 
panies show that the cost ranges from 
$.003 to $.09. These cost figures are for 
microfilming only and do not include 
costs of preparation prior to microfilm- 
ing, or of the subsequent reconditioning 
and refiling. Experience proves that a 
cost of $.005 per exposure is conserva- 
tive. If we use this $.005 figure for this 
hypothetical case, the 160,000 documents 
would cost $800 to microfilm—not includ- 
ing other incidental costs. 

Experience has shown that the pro- 
portionate costs of maintaining the 60 
cu. ft. of paper in the new type records 
center should at no time exceed $1 per 
year per cubic foot. This figure would 
include the cost of storage, amortization 
of equipment, personnel, transportation, 
reference service, etc. The total cost of 
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maintenance for these records would be 
$60 per year. 

Dividing the 60 cu. ft. into $800 dis- 
closes that it will be possible to store the 
contents of the 10 four-drawer filing 
cabinets for 13 1/3 years for the same 
amount of money that it would cost to 
microfilm the records. Since 80 per cent 


of all business records should have a 
life span of less than 10 years (an 
average of four years for this group), 
and where microfilming cost rises above 
$.005 (and involves additional costs), it 
becomes increasingly evident that when 
the company’s aim is to save space and 
equipment it pays to store the original 
records. 


—Rosert E. Weir, Office Executive, February, 1953, p. 17:2. 
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WHAT TOP MANAGEMENT EXPECTS OF THE 
OFFICE MANAGER. By W. Miller Bennett. 
The Office (270 Madison Avenue, New York 
16, N. Y.), July, 1953. 25 cents. In this 
rize-winning article the vice-president of the 
nland Container Corporation presents an ex- 
tremely broad view of the office manager's 
function, describing duties related to physical 
office layout; personnel; methods, routines, and 
practices; forms and stores; communications; 
machines; and cost reduction. The article also 
sets forth desirable personal qualifications, such 
as a healthy dissatisfaction with current and 
past office procedures. 


PROFITABLE PURCHASES IN OFFICE EQUIPMENT 
AND SUPPLIES. Purchasing (205 East 42 Street, 
New York 17, N. Y.), May, 1953. 50 cents. 
Elaborate, expensive equipment is not required 
for office modernization, this article points out; 
small changes in equipment and supplies can 
effect large economies. Among the savings 
cited: a 65-per-cent increase in typists’ pro- 
ductivity at Johns-Manville Corporation's ac- 
counting department, through the use of elec- 
tric typewriters; and economies of $48,000 
pred: at the National Biscuit Company, 
made possible by new payroll machines. 


GATHERING THE NECESSARY FACTS IN SYSTEMS 
SURVEYS. By Bruce L. Smyth. American Busi- 
ness (4660 Ravenswood Avenue, Chicago 40, 
Ill.), June, 1953. 35 cents. To reduce the 
excessive time usually required for surveys be- 
fore a systems department can be set up, this 
article recommends preliminary interviews with 
executives to decide what work is to be done, 
how it is to be done, and how much time will 
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be required; arrival at an exact plan, recom- 
mending either a unit or functional basis for 
gathering information; and commencement of 
the investigation as soon as the plan is drawn 
up. Survey information should be written 
down, the author recommends, and junior sys- 
tems men employed in the survey should be 
supervised by senior employees. 


A REPORT ON OFFICE MANUALS. By Paul G. 
Drescher, Vincent P. Lechner, and Harold R. 
DeJager. The Controller (1 East 42 Street, 
New York 15, N. Y.), June, 1953. 50 cents. 
Twelve factors important to the preparation, 
distribution, and maintenance of office manuals 
are presented in this survey, with detailed sug- 
gestions on each. On the subject of revision, 
for example, the article recommends that 
manuals be kept current by replacing entire 
sheets rather than by the seemingly cheaper 
but less effective method of using gummed 
inserts. 


THUNDER ON THE RIGHT MARGIN. By Al Ames. 
The Office (270 Madison Avenue, New York 
16, N. Y.), June, 1953. 25 cents. Noting 
the inconsistency of most rules for dividing 
words at the end of lines and the waste in- 
volved in retyping letters containing improper 
word divisions, the author suggests that the 
basic purpose of word division should be to 
attain reasonably even right-hand margins and 
that the only rule with merit is that words 
should be divided by syllables. The article con- 
tains a list of unorthodox divisions of words 
and numerals which the author considers 


acceptable. 
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REDUCING NOISE IN YOUR PLANT 


Wire every prant does not generate 
noise of high enough intensity to impair 
workers’ hearing or to reduce their effi- 
ciency, the problem of industrial deafness 
is becoming increasingly serious—and 
costly, since insurance carriers and almost 
all states now accept occupational deaf- 
ness as a compensable injury. 

State labor departments have listed the 
following industries as presenting the 
most serious noise problems: Textiles, 
shipbuilding, structural steel, transporta- 
tion equipment, lumbering, pulp and pa- 
per, rolling mills, foundries, forge shops, 
airplane and automotive, smelting and re- 
fining, machine shops and other metal- 
workers, electrical equipment. 

At what intensity does “sound” become 
“noise”? To get some idea of the decibel 
intensity of sound, consider that the de- 
cibel rating of ordinary conversation is 
ranked at somewhat over 50. The decibel 
rating of average factory noise has been 
rated at about 85. Screw machines, punch 
presses, riveters, cut-off saws are rated 
at 100 db and over. Noisier still are chip- 
ping and drop hammers, rated at 120. 

Many ear specialists tentatively have 
agreed that sounds over 90 db will, after 
prolonged exposure, impair hearing. Im- 
mediate damage can be done by blasts of 
150 db, while 130 db can produce pain, 
headaches, nausea. Unexpected and shrill 
sounds rising above the general level of 
sound have a startling effect on man, ac- 
celerating his heart beat and raising his 
blood pressure. 

If a manufacturer has a general noise 
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level of under 90 db in his plant, his 
primary concern should be to silence only 
the more objectionable loud or “startle” 
sounds, for normal people will settle 
down in a moderately noisy area and— 
after an adjustment period—work as well 
as their counterparts in relative quiet. 
But if a plant manager finds he has a 
noise level of over 90 db, he should take 
steps to reduce it. First, he can try to 
subdue the sound at the source—if pos- 
sible. Failing here, he can shield the of- 
fending machine. 

To thwart reflection of sound waves 
the cheapest way out may be to suspend 
porous acoustical panels over noisy areas. 
To halt vibrations, the manufacturer can 
set his machines on resilient mountings of 
steel springs or rubber. He can also inter- 
rupt the path of vibrations within his 
machines by using resilient materials. 
Machine surfaces radiating sound can be 
covered with fibrous material blanketed 
with heavy paper or cardboard. Staggered 
instead of simultaneous impact also cuts 
the intensity and frequency of noise. It 
should be remembered, too, that improper 
maintenance may permit clearances of 
gears, clutches, bearings, automatic feeds 
to become excessive, adding to the ma- 
chine’s din. 

Another remedial step is to place 
shields around noisy operations. These 
shields should not be so light or be so 
coupled to the vibratory path of the ma- 
chine that they themselves become noise 
makers. If lined with some acoustical 
material and given resilient mountings, 
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the shields will effectively block and ab- 
sorb sound waves. 

Noisy pipes and ducts can be stilled by 
steel ribs or by covering them with damp- 
ening material. Exhaust roar of internal 
combustion engines can be effectively 
muffled with snubbers. 

A manufacturer in Columbus, Ohio, 
reports successful results with suspended 
fiberglass acoustical baffles, which have 
brought about a reduction of 35 per cent 
in the noise level at 25 per cent of the 
cost of a full acoustical treatment. As a 
result, productivity rose by 7.2 per cent, 
while the scrap or reject rate fell by 25 
per cent. 

Whatever noise-prevention devices are 
used, it should be borne in mind that even 
full acoustical treatment cannot silence 
sound coming directly from the source. 
Thus, if the sound continues intense, the 
wearing of ear plugs should be manda- 


tory. 


A noisy plant where workers are not 
given hearing tests before and after hir- 
ing is vulnerable to compensation suits. 
In such cases, workers deafened in pre- 
vious employment and those susceptible 
to hearing damage can get on the payroll 
—only to become deafer. It is therefore 
desirable to make an audiogram of a 
worker's hearing, as a base for determin- 
ing whether he is susceptible to noise. 
Thirty days after the initial audiometric 
test the worker should be given another 
to discover whether his hearing level has 
changed. If no change is found, tests 
should be given twice yearly. 

One bright spot in the picture: Indus- 
trial deafness frequently means loss cf 
hearing only in the higher frequencies— 
not in the lower, which include all 
the important sounds a worker's likely to 
need to hear. Thus impaired hearing may 
not necessarily result in a loss of earnings. 


—T. Metaxas. Iron Age, June 11, 1953, p. 55:3. 


LOWER COSTS THROUGH PURCHASING: 
A PRACTICAL COMPANY PROGRAM 


materials that are common requirements 


A unique characteristic of the pur- 
chasing function is its opportunity—and 
its obligation—to work with all other de- 
partments of the organization as well as 
with supplier companies. This coopera- 
tion and breadth of experience put it 
in an exceptionally good position to make 
a real contribution to the over-all manage- 
ment objective of reducing product costs 
to meet competition and give the cus- 
tomer greater value. 

At the general offices of Allis-Chal- 
mers Manufacturing Company the pur- 
chasing staff handles major contracts for 
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at several plants. Otherwise, it serves 
primarily as a guide and coordinator of 
company purchasing policies. 

The bulk of the actual buying is done 
by purchasing departments at the respec- 
tive plants, where buyers are assigned to 
specific groups of related commodities. 

Expediting is organized by commodity 
groups corresponding to the buying classifi- 
cations. In addition, 10 regional expe- 
ditors, who are constantly in the field, act 
as trouble shooters on specific orders and 
also keep the purchasing department sup- 
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plied with up-to-the-minute information 
on changes among supplier companies, the 
labor situation in these industries, and 
any other factors affecting supply. 

With some 16,000 products involved 
in the purchasing program, an effective 
system of product control and material 
control is necessary. To this end, regular 
meetings are held at each plant by a top- 
level Cost Reduction Committee consist- 
ing of the Works Manager, Chief En- 
gineer, Cost Accountant, time-study man, 
and Works Purchasing Agent or Assist- 
ant Director of Purchases. Each of these 
meetings, which are held several times 
monthly, is devoted to the study of a 
specific component or part to determine 
the possibility of advantageous materials 
changes or substitutions and of simpler, 
more economical designs and fabricating 
processes. 

The advantages of this particular meth- 
od of organization and procedure are 


twofold. Through the direct participa- 
tion of competent and authorized key 
representatives of the several departments 
that are concerned with costs and pro- 
duction, every aspect of a given problem 
is weighed in the light of all other con- 


tributing factors. Furthermore, this type 
of committee is in most cases able to make 
actual decisions rather than recommenda- 
tions. 

About three years ago, the purchasing 
department instituted a study of the pur- 
chasing methods employed in the auto 
mobile industry. One such method that 
has worked out well in our company is 
known as “anticipatory purchasing.” 

This involves estimating a full year’s 
requirements from sales estimates and 
production schedules, basing an “open- 
end” contract upon this total quantity. 
Each month an actual delivery order or 


release is issued for the quantity indicated 
by the current production schedule; at the 
same time, the supplier is authorized to 
proceed with the fabrication of additional 
quantities up to one or two months’ es- 
timated requirements in anticipation of 
future delivery orders. Thus he is able 
to fit this work to best advantage into 
his own production schedules. He is 
further authorized to procure, if he 
wishes, materials to cover estimated re- 
quirements for two additional months 
into the future. 

The purchasing department has at all 
times a partial commitment for four to 
six months ahead, but a periodic review 
of actual requirements keeps this com- 
mitment within prudent limits. 

The advantages of this system to the 
purchasing department may be summar- 
ized as follows: (1) It requires only one 
“buy” or contract per item per year and 
avoids the necessity of reopening the 
matter every month. (2) It affords the 
opportunity of most advantageous nego- 
tiation on the basis of total quantity 
rather than monthly volume. (3) It as- 
sures continuity of supply according to 
scheduled requirements and deliveries and 
avoids the danger of material shortages 
through advance procurement by the sup- 
plier. (4) It makes possible most eco- 
nomical production and materials costs on 
the part of the supplier, which should be 
reflected in the contract price. (5) It 
establishes a close and continuing rela- 
tionship with the supplier, as a matter 
of mutual interest and advantage. 

While this contract policy and method 
of anticipatory purchasing is primarily 
applicable to mass production schedules 
for standard products, it has also been 
found to be a practicable and cost-saving 
procedure in other types of manufacture. 


—K. R. Geist, Purchasing, May, 1953, p. 101:4. 
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Scoring Standards for Plant Safety Contests 


MANY STANDARDS have been set up for judging the safety performance of a plant 
or department in a safety contest. While low accident records are the real objec- 
tives of any such contest, many companies feel that some recognition should be 
given for effort, and that the element of luck should be eliminated wherever possible 
in the judging. 

Here are the judging standards employed in the annual contest conducted among 
plants of Pullman-Standard Car and Manufacturing Company: 

FREQUENCY AND SEVERITY OF ACCIDENTS (50 per cent). The frequency rate 
is defined as the number of lost time injuries per 1,000,000 hours worked. The 
severity rate is the number of days lost per 1,000 hours worked. 

PLANT HouseKEEPING (25 per cent): 

Buildings—lighting maintenance, wall and window maintenance, hallways and 
stairways, corners and columns, wiring maintenance, and floor surfaces. 

Aisles—free from obstruction, free passage to work positions, free passage to 
stretchers, switches, fire equipment and fountains, and aisle marking. 

Machinery—condition of guards, condition of electric equipment and wiring, and 
general appearance—clean, oily, or dirty. 

Material—proper and safe piling and storage, disposal of scrap material, and 
proper staking and binding. 

General—outside grounds, company signs, outside fence and gates, and bulletin 
boards. 

PLANT SAFETY ATTITUDE AND Errort (25 per cent): 

1. What is the general safety feeling in the plant? 
2. Are safety meetings scheduled and held regularly? Are minutes kept and 
distributed? 
Are departmental safety recommendations handled promptly? 
How are safety inspection items handled? 
Are goggles consistently worn on jobs that require them? 
Do the men wear safety shoes? 
Are safety posters used? 
Does the accident investigating committee meet promptly to check on lost 
time accidents? How good is the follow-through on its recommendations? 
Are safety suggestions made? 
Is an occasional health and offthe-job accident program held? 
—National Safety News 3/53 


Machines and Progress 


THE PRICE TAG on a new two-door sedan would be $50,000 if the automobile were 
made by hand, according to R. C. Sollenberger of the Conveyor Equipment Manu- 
facturers Association. The cost of human musclepower—$10.00 per horsepower- 
hour, compared to 4 cents for electrical energy—indicates, he says, how important 
the substitution of brains for brawn has been in the achievement of America’s 
high standard of living. 

The next phase of the industrial revolution, Mr. Sollenberger believes, is 
the mechanization of materials handling, which now accounts for one-third of all 
production and distribution costs. Within a few years, “moving sidewalks” in 
the form of conveyor belts will be common in metropolitan cities. Another project 
on the drawing boards is designed to relieve city traffic congestion by making 
deliveries on underground conveyor belts and overhead systems. 
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HOW TO MOTIVATE FOR QUALITY 


Acuievinc a better product without the 
investment of a single extra dollar in pro- 
duction equipment may sound a bit im- 
probable—but that’s exactly what hap- 
pened when the Anaconda Wire & Cable 
Company built up quality-mindedness in 
its seven manufacturing plants with an 
imaginative 12-month quality program 
based on effective employee communica- 
tions. 

To get the program off to a good start, 
Anaconda asked each plant manager to 
estimate the amount of savings his factory 
could effect by a realistic effort to im- 
prove quality. Their estimates totaled al- 
most a million dollars—and top manage- 
ment knew that success in the program 
would reduce scrap, rework, and excess 
use of materials. In turn, these reduc- 
tions would increase production efficiency, 
and increase customer acceptance—and 
the two together would help create more 
sales. 

The program's two objectives were (a) 
to make every employee “quality con- 
scious,” and (b) to show him specifically 
how to get and maintain improved qual- 
ity. Every available medium was em- 
ployed, including posters, displays, letters 
to employees, publications, scoreboards, 
even slogan contests with the winners’ 
names appearing in local newspapers. 
Opening gun in the campaign was a series 
of three posters of the “teaser” type ap- 
pearing at two-day intervals in each de- 
partment. The first asked, “How's Your 
1.Q.?" The second stated, “Sure, a High 
1.Q. Leads to Success.” The third poster 
explained; “I.Q. Means Improved Qual- 
ity.” 

Meanwhile, a personal presentation of 
the quality objectives was made in each 


July, 1953 


of the plants by the executive vice-presi- 
dent before a meeting of the plant man- 
agement group. At the same meeting, the 
plant manager outlined to his supervisory 
staff the plant’s own objectives; then a 
quality committee was selected to direct 
the plant program. Headquarters quality 
control administered the program com- 
pany-wide and handled all details of co- 
ordination, with the assistance of the 
company manager of employee and com- 
munity relations and an outside consul- 
tant in community and public relations. 


The day the meaning of “I.Q.” was 
first revealed on the posters, the plant 
managers were “on cue™ with a letter to 
each employee's home explaining the pur- 
pose of the campaign, stressing the im- 
portance of quality as it affected job 
security, and asking their assistance in im- 
proving quality. Then—to tie it all up— 
came a fourth poster, which emphasized 
the relationship of quality, sales, and job 
security. This remained for a longer time 
than the earlier posters; later, other post- 
ers carrying similar messages took its 
place. 

To attack the causes of rejections and 
show how they could be prevented, spe- 
cial “What Happened?” displays were 
set up periodically at various strategic 
points in the separate departments. These 
displays highlighted specific production 
mistakes over which the operator had 
control, then showed how similar mis- 
takes could be avoided in the future. In 
all, more than 300 displays were set up. 

Nor was the other side of the coin 
neglected. Whenever some department or 
plant had earned a pat on the back, an- 
other poster, of a different type, pub- 
licized its accomplishments. 





Another important promotional device 
was the use of “I.Q. Tips.” These were 
messages over the department supervisor's 
signature which were posted on the de- 
partment bulletin board. 

To keep employees advised of progress 
in cutting down rejects and spoilage, 
scoreboards set up in the departments 
traced their individual quality records. A 
plant-wide scoreboard in each plant total- 
ized progress toward the plant’s goal in 
terms of scrap reduction. To keep en- 
thusiasm and interest at local plants at 
a high level, and to provide a means by 
which the news of improved quality could 
be exchanged among plants, an “IQ. 
News” was published and sent to each 
employee's home about once a month. In 
addition, management news bulletins car- 
ried the news of progress to supervisors 
in each plant. 

During the 12 months of the contest, 
the quality committees in each plant 
showed a great deal of ingenuity in keep- 
ing the ball in the air, resorting to all 
kinds of attention-catching devices. In one 
plant, for instance, a fluorescent plexiglas 


“1.Q.” sign was installed beside the time 
clock, and the slogan “Quality First in 
All We Do” was stamped across the face 
of each time card. At another plant, each 
production order carried a sticker which 
said, “Put 1.Q. in all you do.” 

The results of the year-long program 
were both tangible and intangible. An 
analysis of the business statements of the 
various plants indicated a large dollar 
saving for the company in actual scrap 
costs during the year. Moreover, esti- 
mates of the individual plant managers on 
savings in rework and material costs 
showed an over-all achievement of 81 
per cent. There was a reduction of 25 
per cent in the number of substandard 
reports issued by the inspection depart- 
ment during the year, as compared with 
the previous 12 months. 

Although the program was designed 
primarily to appeal to the men in pro- 
duction, its influence was felt throughout 
the entire organization. Its most important 
accomplishment, management feels, was 
its success in developing habits and atti- 
tudes toward quality that will flourish in 
the company for a long time to come. 


—Harry THOMPSON. Production Engineering & Management, June, 1953, p. 91:4. 
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LOWER-COST PRODUCTION FOR TODAY'S AND 
TOMORROW'S NEEDS. Factory Management and 
Maintenance (330 West 42 Street, New York 
36, N. Y.), May, 1953. Part One. 50 cents. 
This special section includes four articles deal- 
ing with 1) a new philosophy on capital 
equipment, 2) what industry plans to spend 
on new equipment, 3) how to tap consumer 
demand, and 4) increases in competitive capac- 
ity. For many companies, says one of the 
authors, doubling or tripling productivity is 
not impossible and need not wait upon new 
technology. 
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TV COVERS INDUSTRY'S BLIND SPOTS. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), May 30, 1953. 25 cents. Though the 
usefulness of television has been proved in 
power plants, steel mills, jet engine testing 
plants, and a variety of other industries, less 
than 1,000 industrial units have been installed 
since 1946. Actual production of such equip- 
ment may still progress slowly, the article 
states, because other devices for seeing the 
unseeable, such as remote gauges, mirrors, and 
synchronized motors, are usually cheaper than 
TV and frequently work just as well. 
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COST CONTROL FACTS FOR THE FOREMAN. 
By B. R. Powell and F. J. Mancheski. 
N.A.C.A. Bulletin (505 Park Avenue, New 
York 22, N. Y.), May, 1953. 75 cents. An 
account of how a cost-control program featur- 
ing compact reports which permit foremen to 
appraise their own performance, and hence 
control their own costs, was set up and is 
functioning at Timken Roller Bearing Com- 
pany. The authors state that the reports are 
based in part upon cost-control standards 
adapted from those used for product cost- 
ing, and in part upon situation analysis in 
such areas as productivity and spoilage. 


250 CASE HISTORIES OF PROFITABLE PURCHASES. 
Purchasing (205 East 42 Street, New York 
17, N. Y.), May, 1953. 50 cents. Hundreds 
of cost-saving innovations in materials, methods, 
and equipment are described and pictured 
here. Separate sections cover production tools 
and equipment, machine tools, electrical — 
ment, materials and components, product finis 
ing, materials handling, packaging and ship- 
ping, and maintenance and safety supplies. 


. 


FACTORY COMMUNICATIONS SYSTEMS. By L. J. 
Wills. Plant Administration (481 University 
Avenue, Toronto, Canada), May, 1953. 25 
cents. Non-technical descriptions of different 
types and uses of plant communications, in- 
cluding two-way intercom systems, paging and 


public-address devices, telephones, radio, tele- 
type, gongs, horns, and flashing lights, are in- 


cluded in this article. The flashing-light sys- 
tem, for example, is recommended here for use 
in conference rooms. 


A PROGRESS REPORT ON THE WESTINGHOUSE 
COST REDUCTION PROGRAM. Purchasing (205 
East 42 Street, New York 17, N. Y.), May, 
1953. 50 cents. Stressing the applicability 
of the Westinghouse purchasing department's 
cost reduction program to both large and small 
organizations with a wide range of products, 
this article points to the savings—amounting 
to 6 per cent of operating income—achieved by 
the department last year. Photographs illus- 
trate some of the economical equipment selected 
by cost-conscious purchasing agents. 


BETTER PLANTS FOR TODAY'S AND TOMORROW'S 
NEEDS. Factory Management and Mainte- 
nance (330 West 42 Street, New York 36, 
N. Y.), May, 1953. Part 2. 50 cents. This 
special issue on the major trends in plant 
design and service facilities covers four major 
topics: buildings and grounds, plant services, 
electrical distribution, and materials handling. 
The editors found that industry's rush to the 
country is still on, with proximity to water 
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supply and access to more than one highway 
increasingly important to plant location. Em- 
phasis in new plant construction is upon ex- 
pandability, flexibility, low cost, and fast build- 
ing, they found. 


PAINTING FOR PEOPLE AND PROTECTION. By 
Howard Ketcham. Safety Maintenance © Pro- 
duction (75 Fulton Street, New York 38, 
N. Y.), June, 1953. 50 cents. Explains how 
the scientific use of color can cut costs, im- 
prove morale, increase safety, and reduce 
fatigue among office employees or workers in 
manufacturing operations. A shoe manufac- 
turer, for example, discovered that the use of 
light-reflecting wall paint and attention-getting 
colors (such as orange) for moving parts re- 
lieved eyestrain among the work force and 
reduced absences and accidents. 


MAINTENANCE OF BUILDINGS. By Richard S. 
Austin. Plant Administration (481 University 
Avenue, Toronto, Canada), June, 1953. 25 
cents. Recommending semi-annual inspections 
of buildings for preventive maintenance, this 
article lists areas to be covered in the inspec- 
tion report, which include piles and founda- 
tions, roofs, floors, paint, and lighting. Future 
maintenance costs on new buildings can be 
cut in the planning phase if attention is given 
to the possible use of recent developments in 
the field of building materials and devices, the 
author points out. 


NEW DEVELOPMENTS ON THE RESEARCH FRONT. 
By Richard S$. Morse. The Analysts Journal 
(20 Broad Street, New York 5, N. Y.), May, 
1953. $1.25. Huge war and industrial re- 
search projects, which have pushed the lone 
inventor into obscurity, have unlimited possi- 
bilities for expansion if enough technically 
qualified men can be recruited, the president 
of the National Research Corporation points 
out. The possibilities for research men in ex- 
panding industries such as electronics, chemi- 
cals, and the rare-earth metals are compared 
with those in food, textiles, or transportation. 


THE TECHNIQUE OF PREVENTING DEFECTS. 
By Leonard A. Seder. Industrial Quality Con- 
trol (Room 6123, Plankinton Building, 161 
West Wisconsin Avenue, Milwaukee 3, Wisc.), 
May, 1953. $1.50. A thoughtful exposition 
of some important principles of quality con- 
trol, supplemented - six brief case studies 
which are illustrated in quality control charts. 
A detailed history of the work done on a 
specific quality problem in the author's own 
company supports his assertion that the ap- 
propriate preventive techniques in any situa- 
tion will depend on the extent to which the 
causes of defects have been ascertained. 
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HOW EFFECTIVE ARE SALES CONTESTS? 


For THE AVERAGE salesman, a sense of 
recognition and of “belonging” ranks 
second in motivating power only to sales 
contests, according to a recent nation- 
wide survey of over 500 leading sales 
executives conducted under the joint 
sponsorship of National Sales Executives, 
Inc., and Indiana University. 

Companies participating in the survey 
ranged from firms with over 10,000 em- 
ployees and annual sales in excess of $50 
million to shops with less than 20 workers, 
doing less than $100,000 worth of busi- 
ness a year. Thirty-five principal product 
lines were represented. 

Here are some general conclusions that 
emerged from the survey: 

There is no substitute for an adequate, 
basically sound compensation plan for 
salesmen—or for efficient sales manage- 
ment. Selection and training of salesmen, 
field supervision, quotas and territories 
must all be effectively handled before sales 
contests or honor-award systems can bring 
real results. 

Sales contests and honor awards are, 
however, very effective in stimulating 
salesmen to extra effort. Four out of five 
executives reported either excellent or 
good results from sales contests, while 
only one out of 20 reported poor or harm- 
ful effects. In the case of honor awards 
and recognition, three out of five had 
excellent or good experiences, and one 
sales executive out of eight had unsatis- 
factory results. Although minor varia- 
tions in the data appeared, favorable re- 
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sults were basically the same among com- 
panies of all types and sizes. 

Successful contests were aimed at defi- 
nite, specified objectives—e.g., new cus- 
tomers, increasing volume per call, pro- 
moting one special item in a line. A major 
problem, it appears, is to create goals and 
to set rules so that every salesman wins 
or has an equitable chance to win a 
prize or award. Having men compete 
against their own records and/or creat- 
ing teams whose composite sales records 
are comparable are techniques frequently 
used in this connection. Contests usually 
run from one to three months, and one 
contest at a time is the usual rule. 

Weekly bulletins and similar promotion 
are almost essential during contests to 
keep enthusiasm at satisfactory levels. 
Most important are promotional releases 
accurately showing current standings of 
contestants. Simple and easily under- 
stood contest rules are also essential. 

Cash prizes are most frequently used 
in contests, with merchandise a sub- 
stantial second. Contests with a very 
limited number of “jackpot” prizes are 
losing importance. One-third of the ex- 
ecutives stated that in their future con- 
tests a higher proportion of contestants 
would win something. 

Honor awards without some material 
reward can be very empty. Such recogni- 
tion can, however, be a valuable supple- 
ment to cash, merchandise, or travel 
awards. 
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Of fourteen incentives listed, includ- 
ing basic compensation and bonus pay- 
ments and all other normal stimulants, 
sales executives rate sales contests second 
and honor awards sixth for stimulating 
the average salesman to above-average 


performance. When contests are set up 
so that the average salesman believes he 
has a real chance to win they can un- 
doubtedly open his mind, broaden his 
vision, and improve his selling habits and 
sales skills. 


—From Survey of Special Incentives for Salesmen, by ALBERT HARING and Rosert H. Myers. 
National Sales Executives, Inc., 136 East 57 Street, New York 22, N. Y., 1953. $2.00. 


WHERE TO GET FACTS ON YOUR INDUSTRIAL MARKET 


White a company’s own sales records 
are, of course, the basic tool for analyz- 
ing sales trends in specific territories, they 
tell us only what has been accomplished 
in the past but fail to indicate popula- 
tion and other changes that directly af- 
fect future potentials. Some additional 


guides are therefore necessary. 
One of the most important of these is 


the U. S. Census of Manufactures, 
which should be at every industrial mar- 
keter’s right hand, for it contains many 
kinds of information available nowhere 
else—value added by manufacturer, cost 
of materials, expenditures by each indus- 
try for plant and equipment, fuel con- 
sumption, size of inventories, major mate- 
rials consumed, and a host of other useful 
data. Copies are available from the Su- 
perintendent of Documents, Government 
Printing Office, Washington 25, D. C., at 
$2.75. For $4.50 additional, you can get 
Volume 2, containing the complete set of 
reports for industries. These reports show 
you the value and number of units 
shipped by each industry in the census 
year. For another $4.50 you can obtain 
the volume of state census reports. 

But the U. S. Census of Manufac- 
tures is taken only once every five years. 
Of particular interest, therefore, is a rela- 
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tively new industrial market yardstick, 
probably the most useful ever devised, 
which came into existence only a few 
years ago. Someone had the bright idea 
that, inasmuch as every business has to 
report every three months to the Social 
Security Administration when it pays its 
Social Security tax, the Administration's 
records should be highly useful in finding 
out how many factories of each size are 
in each industry and where. The result 
was the now-famous County Business 
Patterns, which have been issued yearly 
since 1946. They contain information on 
total employment and the number of 
plants, classified by size, for every county 
of any consequence throughout the coun- 
try and are available at $2.10 from the 
Superintendent of Documents, Govern- 
ment Printing Office, Washington 25, 
D. C. The latest year covered is 1951. 

In addition to government analyses, 
business-paper publishers supply useful 
market helps and blueprints, and so do 
many associations. If you sell through 
industrial distributors, for example, you 
can make excellent use of the survey 
made by the American Supply & Ma- 
chinery Manufacturers Association, whose 
membership is made up of manufacturers 
who sell through industrial distributors. 
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Periodically this association has its mem- ups and downs. This useful report can 
bers submit their sales figures divided ac- be obtained free by writing to the De- 
cording to cities and states. partment of Labor, Washington. Inciden- 

Another very useful market measure- tally, you can also get the monthly stat- 
ment tool furnished by the federal gov- istical reports issued by the various state 
ernment has the uninspiring title, The departments of labor, which give up-to- 
Statistical Report of Employment and the-minute facts and figures on changes 
Payrolls. This is issued by the U. S. De- affecting the industrial market. 
partment of Labor, and to anyone study- This article touches on only a fraction 
ing markets it can be as exciting as the of the market research tools available. 
unexpurgated edition of the Arabian There are hundreds of them, and they 
Nights. For it comes out every month are described in a government directory 
and shows you exactly where your market entitled Market Research Sources, which 
is expanding, where it’s shrinking, and is issued by the U. S. Department of 
how much. It does so by means of ree Commerce and is available for $2.25 
porting employment by industry and area, from the Superintendent of Documents, 
a barometer very sensitive to industrial Washington 25, D. C. 

—ARTHUR H. Dix. Printers’ Ink, March 13, 1953, p. 35:4. 


Consumers’ Current Buying Plans—A Survey 


CONSUMERS are in a buying mood this year—or so it appeared from the findings 
of the eighth Annual Survey of Consumer Finances, conducted by the Board of 
Governors of the Federal Reserve System in cooperation with the Survey Research 
Center of the University of Michigan. The survey, made earlier this year, revealed 
that consumers expected to purchase automobiles and major household goods in 
comparatively large volume during the course of the year. 

More consumers reported plans to buy new cars this year than in 1952 or 1951, 
and plans to purchase major household goods, especially television sets and 
furniture, are substantially more numerous than they were a year ago. Intentions 
to buy new and used houses in 1953 appeared to be slightly more widespread than 
they were last year. 

Looking forward, most consumers thought prices would remain stable or go down 
—in sharp contrast to early 1951 and 1952, when half to two-thirds expected 
prices to rise. Along with stable or declining prices, most non-farm consumers ex- 
pected their money incomes to be maintained or to increase this year. 

A factor evidently at work in shaping consumer attitudes throughout 1952 and 
early 1953 was the stability of consumer prices. An additional factor is that more 
lenient credit terms are now available than a year or two years ago. 

—Federal Reserve Bulletin 3/53 





QUICK COMEBACK: A clever piece of ammunition for salesmen who must constantly 
meet new customer resistance is used by the Electric Storage Battery Co., Phila- 
delphia. It’s a deck of 54 playing cards which is given to the company’s salesmen, 
“compliments of the “Yes, But . . . Club." Printed on one side of each card is a 
typical customer objection, which is answered on the other side. 


—Modern Industry 
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CAN YOU PROFIT FROM SELF-SERVICE? 


Tue stampene to self-service among big 
stores and the growing evidence that re- 
tail sales help is hitting a new low in 
productivity are warning every manufac- 
turer, wholesaler, and retailer that tradi- 
tional merchandising practices may soon 
be insufficient to keep them ahead in the 
competitive struggle. An ill-timed plunge 
into self-service, though, can spell trouble. 
Here are some points that any manufac- 
turer ought to consider before making 
the change: 


Do customers buy this particular prod- 
uct on impulse, or do they usually consult 
other members of the family first? Prod- 
ucts that cost too much for spur-of-the- 
moment buying, and may need demon- 
stration or explanation by sales help, have 
less appeal for supermarkets but may go 
well in semi-self-help outlets. 


Is it a brand-new item? Supermarket 
operators rely heavily on nationally ad- 
vertised brands known to their customers, 
since these are much more likely to suc- 
ceed in self-service or self-selection than 
unbranded or unadvertised products. 
Manufacturers whose brands aren't known 
in the self-service area should run test 
demonstrations, promotions in service 
stores, or sampling campaigns, before the 
item is launched in self-service outlets. 


Can the product be priced lower for 
self-service than for other types of dis- 


tribution? This is essential for super- 
markets, which usually expect a profit 
above cost of at least 28 per cent on non- 
food lines. 

How extensive is the staple assortment? 
Since space is a precious asset in almost 
all self-service outlets, an item that con- 
sumers are accustomed to choosing from 
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a wide selection is probably not suited to 
self-service unless presented in an ingeni- 
ous, compact display. 

Does the product have a good turnover? 
If it doesn’t, you should think twice about 
self-service, although products with a low 
turnover rate may sometimes be stocked 
for special “in-and-out promotions” (short 
sales of an item outside the store’s regular 
line). 

Will the dollar return be in line with 
required display space? A large or bulky 
product that carries a low unit price may 
not meet self-service standards unless it 
will pull traffic into the store or has con- 
siderable convenience value. 

Can a satisfactory package be develop- 
ed? Package design is obviously a major 
factor in self-service and self-selection 
sales. The package must both inspire the 
sale and quickly reveal all necessary facts 
about color, size, style, use, etc. Dura- 
bility is a key requirement for packages 
in open display; both container design and 
material must be selected accordingly. 
Visibility of product is important where 
there are no sales clerks to present the 
merchandise; and if the product is one 
that consumers like to pick up and feel 
before buying, they may not accept pre- 
packaging of any sort. Another consider- 
ation is pilferage—which can be discour- 
aged by a bulky package. Packaging re- 
lated items together, or packaging in mul- 
tiple units, are two possible solutions to 
the problem. 

Will you lose good will and support of 
present retail outlets if you also distribute 
through other stores on the self-service 
basis? A dealer who has helped a manu- 
facturer build up his brand in a particular 
field over a period of years may resent 
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new competition from the housewares de- 
partment of a local supermarket or variety 
store. In such cases, a new brand name 
for self-service may be the answer. 

What services will you be expected to 
provide? Special discounts or payment 
plans, advertising allowances, speedier de- 
liveries, supplying displays or racks, un- 
packing cartons, and setting up the goods 
on each delivery are a few of the special 
services that some self-service outlets may 
expect. 

Should you sell direct to stores, using 
your own sales force? Some outlets will 
buy only through a particular type of dis- 
tributor, such as a rack jobber, food 
broker, or wholesaler. In other cases, you 
may have trouble teaching old-time sales- 
men to sell self-service accounts profit- 


headed by someone familiar with the field, 
or a new staff experienced in selling to 
self-service outlets, may be the remedy. 


What distribution setup will be neces- 
sary? The main possibilities, which may 
be used singly or in combination, depend- 
ing on the outlets involved, are: rack job- 
bers, who are important in merchandising 
drugs, toiletries, and housewares, and have 
the advantage of being able to switch 
stock among client stores as demand 
varies; food brokers, who are an impor- 
tant channel for selling to supermarkets, 
know the special requirements of their 
customers, and can often be effective in 
endorsing non-food lines; grocery jobbers; 
some regular wholesalers who have or- 
ganized to sell and service self-service 
outlets; and buying offices, which act as 
intermediaries between manufacturers and 


ably. A special sales training program _ self-service stores. 


—Distribution Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, New York), Vol. 9, No. 18. 


Expanding the Sales Team—A Survey 


INCREASED EMPHASIS on selling is playing an important part in the plans now 
being mapped by representative industries for 1953 and 1954, according to a 
recent survey of representative manufacturing companies by the Journal of Com- 
merce. Anticipating cutbacks in defense spending, U. S. industrialists have under 
way an ambitious program for the recruitment of salesmen, to widen the market 
for civilian products and meet competition. 

This is what the survey shows concerning selling plans: 

Fifty-two per cent of the respondents plan to increase or reorganize their 
selling forces or promotional activities this year. 

The increases in selling forces now being planned range from 4 to 100 per 
cent. The average increase in sales personnel by companies which are programming 
intensified selling efforts in 1953 is 12 per cent. Makers of consumer goods, such 
as automotive and appliance companies, are mapping especially large increases in 


their selling forces. 
—Srpney Fisu in Journal of Commerce 5/12/53 





ALONG WITH the sharp increase since 1940 in the number of married couples in 
the population, there has been a substantial rise in the number of families in 
which both husband and wife are in the labor force. In 1950 there were more 
than 8 million such couples. 

—Handbook of Facts on Women Workers (U. S. Department of Labor, Bulletin 242) 
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A 7-WAY POLICY FOR BUILDING A HAPPY AND 
PRODUCTIVE SALES FORCE. Sales Management 
(386 Fourth Avenue, New York 16, N. Y.), 
March 1, 1953. Turnover among the 67 sales- 
men of the Republic Supply Company of 
California was reduced to zero by the com- 
pany's sales manpower platform: Provide for 
security, recognition, self-expression, advance- 
ment, adequate compensation, and pleasant 
working conditions. This article describes how 
sales personnel, screened in advance for 
adaptability to sales work, function as part of 
a team which receives continuous direction 
from management on the larger objectives of 
its sales program. 


39 TIPS TO BETTER SALESMANSHIP. By C. B. 
Larrabee. Printers’ Ink (205 East 42 Street, 
New York 17, N. Y.), May 1, 1953. 25 cents. 
Summarizing the suggestions of 100 business 
executives on ways to improve selling, this 
article covers pointers on planning the sales 
call, presenting the product, and handling cus- 
tomers. Among the ideas: Protect your cus- 
tomer from over-buying; the oversold customer 
of this trip becomes the unsold customer of the 
next. 


HOW TO SELL WITHOUT SALESMEN. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), April 18, 1953. 25 cents. The long- 
range strategy which has helped General Elec- 
tric Company bring its vacuum cleaner to a top 
spot in the market without a house-to-house 
sales organization is described. GE concluded 
that the answer to a buyer's market lies in 
careful product planning through control of 
product lines, new product development, and 
pricing. Product planning, in GE's view, en- 
ables “sales pull” to be built into a product 
from the design stage on. 


MANUFACTURERS’ REPS ARE ONE KEY TO LOWER 
SALES COST. By Marvin Leffler. Printers’ Ink 
(205 East 42 Street, New York 17, N. Y.), 
May 1, 1953. 25 cents. Discussing the use 
of manufacturers’ agents as a substitute for 
the company sales force, this article points out 
their value for makers of seasonal, highly 
technical, new, or limited volume-potential 
products. Commenting on the supposed dis- 
advantage that such representatives are not 
subject to the same close supervision as com- 
pany salesmen, the author asserts that agents 
would welcome a good deal more control than 
they usually get. 
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THE CHANGED AMERICAN MARKET. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), July 4, 1953. 25 cents. A thorough 
analysis of the coming American peacetime 
market, accompanied by a number of charts 
and maps detailing regional growth patterns of 
opulation, family size, income, and savings. 
fn contrast to previous periods of — growth, 
expansion since 1947 shows virtually no geo- 
graphical variations, this study indicates. 


WHAT CONSTITUTES DELIVERY? By Albert 
Woodruff Gray. Purchasing (205 East 42 
Street, New York 17, N. Y.), April, 1953. 
50 cents. There are two factors in the delivery 
of goods under a sales contract, this article 
points out: place a delivery and transfer of 
possession. The statutes of most states provide 
that the place of delivery must be decided 
by contract; and that if no contract exists, 
the place of delivery is the seller's place of 
business. Court decisions applying in various 
special circumstances are also quoted and ex- 
plained in this article. 


HOW MANY OF YOUR CUSTOMERS MOVED 
AWAY LAST YEAR? American Business (4660 
Ravenswood Avenue, Chicago 40, Ill.), April, 
1953. 35 cents. Twenty-five per cent of U. S. 
consumers move every year—9 per cent to 
another state, this article points out. Since 
new residents do not necessarily buy the same 
products and services as the old ones, it is 
advisable to find ways to eliminate sales efforts 
which are being wasted on customers who 
have moved away, and to develop methods for 
reaching newcomers so that they will become 
customers. The article includes a seven-point 
checklist for helping businesses profit by their 
customers’ mobility. 


PUT AWAY YOUR CRYSTAL BALL AND ASK YOUR 
DEALERS. Sales Meetings (1200 Land Title 
Building, Philadelphia 10, Pa.), April, 1953. 
The sales manager of Atlantic Refining Com- 
pany relates how “grass roots” conferences 
with dealers, designed to keep the company’s 
sales promotion geared to realities of the mar- 
ket, are organized and run. At the first series 
of conferences, dealers suggested changes in 
75 per cent of the company's promotional ac- 
tivities; at the subsequent sessions, these sug- 
gestions covered only 45 per cent of the plans, 
indicating that the company’s promotions had 
been altered to meet dealers’ needs better, the 
author states. 
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Financial Management 











CONSUMER CREDIT: 


Consumer crepit could safely be ex- 
panded by 75 per cent over present 
levels—that is, from $24 billion to $42 
billion—and still not be out of line with 
the current national level of discretionary 
spending power. Moreover, such an ex- 
pansion could help to maintain our pro- 
duction when defense expenditures drop, 
and to develop the expansion in our 
standard of living that our productive 
ability warrants. 

Those who “view with alarm” the 
present level of consumer credit see dan- 
ger in the $24 billion of consumer credit 
outstanding, which is three times the 
total in 1940; the fact that consumer 
credit has doubled in the past five years; 
the fact that consumer credit is now 
approaching the pre-war ceiling of 11 
per cent of disposable personal income 
after taxes, previously reached in 1940; 
and the inflationary threat of any further 
credit expansion. They fear that cuts in 
government and defense expenditures will 
bring on depression, and that liquidation 
of consumer debts will accelerate a de- 
pression by shrinking cash purchasing 
power. 

These views fail to take into account 
some very basic changes that have taken 
place since 1940 in our productivity, 
in the distribution of our income, and— 
to a spectacular degree—in the discre- 
tionary spending power of our population. 

Since 1940 there has been a five-fold 
increase, from $26.5 billion to $134.0 bil- 
lion, in the level of our discretionary 
spending power—which may be defined 
as personal income after taxes that re- 
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HOW HIGH CAN IT G0? 


mains as surplus spending power over 
and above what would be needed to pro- 
vide a per-capita standard of living for 
basic necessities, at present prices, com- 
parable to that which prevailed in 1940. 
In relation to discretionary spending 
power, the amount of consumer credit 
outstanding has dropped from 31 per 
cent in 1940 to 18 per cent in 1953. To 
reach even the 1940 level today would 
require an $18 billion expansion in con- 
sumer credit. 

Moreover, consumer credit at the end 
of 1952 represented 12 per cent of the 
total liquid assets of individuals—esti- 
mated at $196 billion. At the end of 
1940, consumer credit represented 16 per 
cent of liquid assets. Again, total con- 
sumer credit now outstanding represents 
1.2 times the present annual personal 
savings rate of $20 billion, as against 
2.2 in 1940. : 

The increase in consumer credit since 
1947 has been less rapid than the increase 
in net savings. While consumer credit 
doubled from $12 billion at the end of 
1947 to $24 billion in the first quarter 
of 1953, the rate of personal savings 
increased five times, from $4 billion to 
$20 billion. 

Disposable income is not a _ proper 
yardstick for consumer credit because it 
has changed in character as a result of 
our increased productivity and the rapid 
change in the income distribution of 
families. These changes have resulted in 
an increase in the proportion of dispos- 
able income that is “discretionary.” In 
1940, 35 per cent of disposable income 
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was available for other than necessities. 
Of our $246 billion in disposable income 
today, 54 per cent is discretionary. 
Today we can look forward to a one- 
third higher standard of living without 
inflation if we utilize our pre-war pro- 
ductive ability. The fear of credit ex- 
pansion as inflationary would be valid 
only if we were unable to produce 
enough to meet increased consumer de- 
mands. Actually, production in 1958 
at a level no higher than the per-capita 
rate proved possible in wartime 1944 
would mean a gross national production 
of over $400 billion—enough for a one- 
third increase in civilian goods and serv- 
ices, even taking into account anticipated 


defense spending and allowing for other 
government purchases and private invest- 


ment. This $400-billion level of pro- 
ductivity should be considered our mini- 
mum opportunity. 

Meanwhile, further consumer credit 
expansion could assist us in attaining a 
10-per-cent increase in our standard of 
living, as a means of offsetting any 
defense slump. Many now warn of de- 


pression if only $10 to $20 million is 
cut from our 1953 defense peak. A 10- 
per-cent increase would easily absorb an 
additional $21 billion of lost defense pro- 
duction. 

Between 1941 and 1952 there were 
some very significant upward shifts in 
the distribution of families by income 
groups. The net result of these shifts 
was an increase of 66 per cent in real 
purchasing power—after taking into ac- 
count increased taxes and increased prices 
—and a much more rapid growth in 
discretionary income than in “disposable 
income.” 

Accepting 31 per cent of discretionary 
income as a conservative relationship 
for consumer credit would mean that the 
total of consumer credit outstanding could 
safely be increased by 75 per cent. At 
this potential level consumer credit would 
represent 17 per cent of disposable income 
after taxes and 2.1 times annual personal 
savings. Moreover, there still would be 
an excess of $92 billion of discretionary 
spending power over the consumer credit 
outstanding, or five times the excess of 
discretionary spending power in 1940. 


ARNO H. JOHNSON. Commerce, June, 1953, p. 13:4. 


New Look in Annual Reports 


EMPLOYEES at Westinghouse Electric Corp. recently received a present—a neat 
little checkbook for each person on the payroll. Its purpose: to explain the com- 
pany'’s record of 1952. The checks, all filled out, showed the usual annual report 

figures in a new perspective. 
It's quite a trick to do something “different” with the annual report. This 
method of presentation has a new-look appeal that makes it well worth considering. 
—Factory Management and Maintenance 5/5/53 





SINCE 1945, Dun & Bradstreet, Inc., has been adding the names of new businesses 
to its reference book at the rate of 200 every hour of every business day. The 
number of new businesses has increased at a faster rate than the rise in population 
between 1940 and 1950. As a result, in 1950 it took 56 employees, as compared 


to 62 in 1940, to support the average firm. 
—Tide 
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KEEPING TABS ON YOUR PLANT INVESTMENT 


Tue past DEcApE has witnessed an un- 
paralleled expansion of plant and equip- 
ment by U. S. business, with total ex- 
penditure for new plant and equipment 
during the years 1945-1952 approximat- 
ing $159 billion. How does this increas- 
ing rate of investment affect control pro- 
cedures in the individual company? 

Most companies report their plant as- 
sets at original cost less reserves for de- 
preciation, amortization, and depletion. 
Hence the published figures are ultra- 
conservative as compared with the basis 
upon which the other assets are carried. 
These fail to show, for example, how 
much depreciation may have reduced the 
original investment. On older plants the 
depreciation reserves may represent as 
much as 40, 50, or 60 per cent of the 
gross book costs. Another factor seldom 
reflected in the books is the element of 
appreciation in property values resulting 
from inflationary forces during the past 
two decades. 

In the individual enterprise as well as 
in the national economy, investment in 
production plant facilities is a matter of 
major importance. Effective control of 
these assets requires careful measurement 
of the accruing depreciation and obsoles- 
cence as an element of manufacturing 
costs and as a deduction from taxable 
income. To do this, management needs 
some kind of catalog of these assets, which 
represent dollars which are no less real 
and important, though less liquid, than 
dollars in the bank. 

For financial accounting, for cost ac- 
counting, for income tax purposes, and 
for insurance, any investment for new 
plant or for plant expansion needs to be 
carefully analyzed and broken down by 
accounts, by classifications, by depart- 
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ments or process centers, and by insurance 
risks. The costs and estimated useful 
lives of the individual items of property 
need to be determined and recorded with 
complete descriptive detail for future 
reference. 

A detailed property record should be 
set up in a loose-leaf plant ledger form 
or on manual or tabulating cards so that 
it may be kept up to date as additions, 
retirements, or transfers are made. The 
ideal time to set up such a property 
record is when the plant is new. The 
actual costs are then known and may be 
analyzed and allocated to the controllable 
property items and to such classifications 
of general equipment as do not lend 
themselves to item control. In the case 
of older properties, the same results may 
be obtained retrospectively, though with 
somewhat greater difficulty and less pre- 
cision. 

For insurance purposes, the inventory 
should be priced on the basis of current 
cost of reproduction and depreciated on 
the basis of age and observed condition. 
This results in a dual property record, 
with one set of figures based on original 
cost and reflecting the application of 
straight-line depreciation for accounting 
and income-tax purposes, while the other 
set is based on current cost of reproduc- 
tion less the depreciation actually accrued 
for insurance and other purposes. 

The original cost basis will be recon- 
ciled with the control accounts in the 
general ledger, and the property ledger 
should be kept in balance with the con- 
trol accounts. When maintained in this 
manner, the detailed property ledger will 
support and prove the general ledger 
property and depreciation accounts. In- 
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stead of an unverified balance, property 
accounts will now reflect with reasonable 
accuracy the original investment in assets 
known to be in use in the plant, and the 
depreciation reserves may be viewed with 
confidence. 

To maintain the property record after 
it has been established and to keep it in 
line with property changes, definite ac- 
counting policies must be laid down on 
the various types of expenditures. In 
order to obtain and maintain adequate 
property control, authority with respect 
to property acquisitions, transfers, and 
disposals must be delegated to a competent 
and responsible individual. Steps must 
also be taken to assure that no property 
is purchased, moved, rebuilt, or sold with- 
out proper authorization and notification 
to the property accounting section. When 


the project has been completed and the 
total charges accumulated on the job 
order, the appropriate journal entry is 
made. In the case of the writing off of 
an item replaced, the plant ledger page 
for the asset disposed of is posted and 
removed from the plant ledger, and a 
new page is prepared, recording the de- 
tailed description of the new asset. 

In maintaining the property record for 
insurance purposes, particular care should 
be given to those improvements which 
affect insurable value but which for ac- 
counting purposes may have been charged 
to expense. A record for insurance pur- 
poses should be kept of non-capitalized 
items which are included in the general 
insurance coverage. It should likewise be 
borne in mind that maintenance tends to 
offset or retard accruing depreciation. 


—ARTHUR W. Crump. Pacific Factory, June, 1953, p. 30:3. 


WHAT’S HAPPENING TO THE TOP INCOME GROUP? 


Cuances are that total income will 
never be divided equally among all people. 
But in the past few years the U.S. has 
come about as close to it as economists 
think is possible under a free-enterprise 
system. 

That's the picture you can draw from 
a study by Dr. Simon Kuznets* of the 
top 5 per cent of the population who get 
the most income. According to Dr. 
Kuznets, the share of total U. S. income 
going to the upper income groups began 
to shrink in the late 1920's. World War 
II hastened the process of redistribution; 
by 1944, the top 5 per cent of the popu- 
lation was getting only 13.3 per cent of 


* Shares of Upper Income Groups in Income and 


Savings, published by the National Bureau of 


Economic Research. 
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annual income after taxes, instead of 
the 22.7 per cent it received in 1939. 
It bounced back a little after the war 
to 15.1 per cent in 1948—but that was 
still a drop of one-third in 10 years. 
Since 1948, the figure has held fairly 
steady. 

Dr. Kuznets’ analyses of the various 
income levels shows that two-thirds of 
all dividends go to the top 5 per cent; 
salaries and wages make up only about 
half of their income. The average person 
in the top 5 per cent differs from the 
average of the rest of the population. 
He lives in different regions and different- 
size cities, works for different industries 
and in different capacities, and differs 
also in education and in the size of his 
family. 





The shrinkage of the share of national 
income enjoyed by this sharply differ- 
entiated top 5 per cent has not been due 
to any absolute decline in its own status, 
but rather to the rapid gains of the rest 
of the population. As the bottom 95 per 
cent carved itself an increasing share of 
total income, the top 5 per cent lost out 
in almost every form of income except 
entrepreneurial. The top 5 per cent’s 
share of wages and salaries dropped from 
18 per cent in 1939 to 11 per cent in 
1948. In rents the drop was from 42 
per cent to 39 per cent; interest went 
from 35 per cent to 25 per cent, divi- 
dends from 71 per cent to 66 per cent. 
And the dividends were largely limited 
to the top 1 per cent, who get half of 
all payments to stockholders. 

In all parts of the country, the large 
cities have a bigger proportionate share 
of the top incomes than other areas. The 
income share of these largely urban top 
groups moves counter-cyclically. They 
get their biggest share of incomes in 
times when things are tough tor the 
population as a whole. Their share hits 
bottom in periods of boom. 

This factor can have special significance 
toward the end of a boom. The top 5 
per cent normally possesses more than 
half of all savings. It also provides most 
funds for equity and venture capital. 
So the relative shrinking of its share of 
income may dry up new sources of capi- 
tal just when it is most needed. 


At first glance it might seem that 1t 
makes no difference who does the saving 
provided enough funds are set aside to 
take care of all investment needs. But Dr. 
Kuznets’ findings suggest that the upper 
group invests its money in different ways 
from the lower group. Since shifts in 
the business cycle change the proportion- 
ate income share of the top group, they 
may also change the proportions of sav- 
ings going into different types of invest- 
ment. And that, in turn, may have a 
bearing on the length and depth of the 
next cycle. 

The importance of the shifts of income 
may be roughly surmised by applying 
these rates to the Commerce Department's 
figures for disposable income. Disposable 
income is now running at an annual rate 
of about $245 billion. The share of the 
top 5 per cent would be about $56 billion, 
if they were still getting the 22.7 per 
cent that they did in 1939. But their 
share would be only $37 billion at the 
1948 rate of 15.1 per cent—and there is 
no indication that the rate has changed 
much since then. 

That allows for a $19-billion swing in 
purchasing power between the top 5 per 
cent and the bottom 95 per cent. Because 
the two groups have different saving and 
spending habits, this could mean a marked 
difference in the nation’s marketing and 
investment structure. Without the swing, 
today’s consumer goods boom might never 
have reached the heights it has. 


—Business Week, May 16, 1953, p. 56:3. 





THE HOUSE OF sECURITY: Don't look for security at all; but look instead for the 
raw materials from which to create it; for if you find opportunity, and cherish 
incentive, if you work for freedom, if you fight for peace, if you build confidence 
in yourself, and if you hold firm to your faith in God, you will dwell in the five- 
sided house of Security for all of the days of your life. 


—Benyamin F. Farrvess 
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A Stock-Option Plan for Key Employees 


KEY EMPLOYEES of the General Electric Company and its affiliates will be given an 
added incentive to work for the success of the company through a stock-option plan 
which the company has just adopted. 

Under the plan, a committee of not less than five members of the board of 
directors will be appointed to select participants in the plan and to determine the 
number of shares to be optioned to each. Participants will be given the right to 
purchase General Electric common stock of no par value at 100 per cent of the 
fair market value of the stock on the date the option is granted. 

The plan provides that restricted stock options may be granted to from 700 to 
1,200 employees for the purchase of an aggregate of not more than 1,400,000 
shares of the company’s common stock. The stock, under the directors’ present 
plan, would be taken from shares of the company's authorized but unissued common 
stock. Proceeds would go into the general funds of the company. 

Each option is to continue in force for a stated period from the date it is granted 
as determined by the committee, but not for longer than 11 years. 

The total number of shares granted under an option will be allotted in approxi- 
mately equal annual installments over a period of not less than one nor more than 
10 years of employment by the company. No shares may be allotted for any period 
of time beyond the optionee’s normal retirement date. 

Since the 1950 amendment to the Internal Revenue Code giving more favorable 
tax treatment to stock-option plans, more than 200 companies whose stock is 
listed on the New York Stock Exchange have adopted stock option plans. 


Liquidity: It’s Quality That Counts 


YOU CAN’T MEASURE the freshness of an egg by looking at its shell—and any 
banker will tell you the liquidity of a business can’t be judged solely on the basis 
of its working capital. 

Working capital is a tricky indicator; what counts is its composition, rather than 
its size. Several important asset-liability ratios show that liquidity last spring was 
little better than in 1939. Working capital has risen $62.4 billion in the interim, 
or 255 per cent, yet the ratios look like this: 

Current assets cover all current liabilities only 1.92 times, as compared to 1.82 
times in 1939 and 2.13 times in 1945. 

Quick assets (cash, government bonds, and receivables) covered current debt only 
1.20 times, as compared to 1.17 times in 1939 and 1.50 times in 1945. 

Cash and government bonds covered current liabilities only 0.51 times, as com- 


pared to 0.43 times in 1939 and 0.93 times in 1945. 
—Business Week 7/4/53 





MEASURED BY 10-year averages, average output per man-hour in the United States 
rose 23 per cent from the decade 1891-1900 to the 1901-1910 decade, 19 per cent 
during the next decade, 34!/2 per cent during the next, 19 per cent during the decade 
of the 1930's, and 20! per cent in the decade of the 1940's. These data, derived 
from a recent study by Dr. Frederick C. Mills of the National Bureau of Economic 
Research, suggest that the long-term upward trend actually consists of a complex 
of erratic short-term movements. This has also been true of wages. Year-to-year 
changes in real hourly earnings of workers in manufacturing industries since 1899 
have ranged from a rise of more than 16 per cent in 1934 to a decline of more 
than 34 per cent in 1932. 

The Guaranty Bulletin (Guaranty Trust Company of New York) 4/53 
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CONVERTIBILITY OF CURRENCY: HOW IT WORKS 
—AND DOESN'T. Business Week (330 West 
42 Street, New York 36, N. Y.), March 28, 
1953. 25 cents. Defining convertibility as the 
free exchange of the money of one country 
into the money of another, this article inter- 
prets recent American-British discussions on 
currency convertibility and analyzes the prob- 
lem of balancing world trade. Before normal 
trade and currency convertibility can be 
achieved, tariffs and other trade barriers must 
be reduced, prices in soft-currency nations 
brought down so that their goods can com- 
pete in world markets, and interest rates in 
these countries raised to attract investment 
from hard-currency areas, the article states. 


ALL-LEVEL COST CONTROL FOR THE MANAGE- 
MENT TEAM. By Raymond G. Lochiel. N.A.C.A. 
Bulletin (505 Park Avenue, New York 22, 
N. Y.), May, 1953. 75 cents. A description 
of the cost-control system of Capital Airlines, 
which brings the whcle management into the 
program; uses both a long-range forecast and 
a related, flexible short-range budget; and de- 
pends heavily on informative cost analysis, both 
continuous and periodic. 


TAX PITFALLS IN PENSION AND PROFIT-SHARING 
PLANS IN A DEFENSE ECONOMY. By Meyer M. 
Goldstein. Proceedings of New York Univer- 
sity Institute on Federal Taxation, 1953. Re- 
prints gratis from Pension Planning Company, 
260 Madison Avenue, New York 16, N. Y. 
Employers are warned in this article of five 
common missteps in making decisions on pen- 
sion and profit-sharing policy. These are: 1) 
having an unfunded instead of a funded pen- 
sion plan; 2) utilizing a frozen instead of a 
flexible funding method; 3) establishing a de- 
ferred profit-sharing plan ahead of a pension 
program; 4) combining an inadequate pension 
benefit with a deferred profit-sharing trust; 
and 5) treating taxes “in a vacuum.” 


AN INQUIRY INTO INTERNAL REPORTING. By 
Robert D. Hay. NACA. Bulletin (505 
Park Avenue, New York 22, N. Y.), May, 
1953. 75 cents. Information on the makeup, 
timing, technique, and use of accounting re- 
ports to management is contained in this sum- 
mary of the results of a survey conducted 
among several hundred manufacturing and in- 
dustrial firms. Few companies, the survey 
showed, seek to know the cost of their re- 
porting procedures. 
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THE TRUTH ABOUT HIGHER INTEREST RATES. 
The Guaranty Survey (Guaranty Trust Com- 
pany, New York, N. Y.), June, 1953. Gratis. 
Misconceptions arising from the recent rise in 
interest rates (especially from the issue of 
3'%4-per-cent Treasury bonds) are discussed in 
this article. It points out that the Federal 
Treasury is not responsible for interest rate 
levels, and that owners and receivers of dollars, 
such as pensioners and others dependent — 
fixed incomes—not banks and other lending 
institutions—are the chief beneficiaries of high- 
er interest rates. 


TRENDS IN THE COST OF CAPITAL. By Roland 
P. Soule. Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), March-April, 1953. 
$1.50. A technical discussion of the implica- 
tions for management of the increased cost 
of common equity capital (from 2% times 
greater than long-term debt in 1937 to nearly 
7% times greater in 1951). The author points 
out that management has the power to in- 
fluence the cost of its own equity capital to a 
much greater extent than it can the cost of 
borrowed capital and preferred stock—by rais- 
ing, for example, the rate of return it de- 
mands from new projects designed to increase 
profits. 


U. S. TAXES SIRE OWN POINT IV ACTION. 
By L. C. Carpentier. Commerce (1 North 
LaSalle Street, Chicago 2, Ill.), June, 1953. 
35 cents. American business is increasingly 
shifting operations to other countries which 
offer tax advantages, such as Puerto Rico, 
Liechtenstein, Canada, India and Japan, this 
article reports. Hundreds of firms have moved 
to Liechtenstein, for example, because the 
government there will agree not to raise cor- 
poration tax rates for 30 years and levies no 
income tax whatsoever on holding companies. 


INVESTMENT PROGRAMS AND SALES EXPECTA- 
TIONS IN 1953. By Lawrence Bridge and Vito 
Natrella. Survey of Current Business (Super- 
intendent of Documents, United States Printing 
Office, Washington 25, D. C.), April, 1953. 
30 cents. Expenditures on new plant and 
equipment for both durable and non-durable 
industries will continue to expand in 1953, 
marking the third successive year that real 
fixed investment will have surpassed the im- 
mediate pre-Korean rate by 25 per cent, the 
authors predict on the basis of government 
reports. 
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Insurance Management 








A FLOW CHART FOR THE INSURANCE MANAGER 


I appLyinc the principles of work sim- 
plification in the factory, the flow chart 
provides a valuable means of acquiring 
that understanding of an operation, or 
series of operations, which is essential if 
a new and more effective work pattern is 
to be developed. By taking a sheet of 
paper and listing all the necessary steps 
in sequence, the expert arrives at a 
graphic representation of, say, the par- 
ticular operation performed by an auto- 
mobile worker as the car moves past him 
on the production line. 

Similarly, the flow chart can be used 
in a large bakery to show the progress 
of the raw materials—flour, sugar, eggs, 
butter, and the rest—from the moment 
they reach the receiving dock, through 
the various processes of mixing and bak- 
ing, to the final packing in pallet loads 
for shipment to the consumer via the 
branch warehouse and retailer. Or it may 
trace the steps employed in the petroleum 
industry, from the locating of producing 
oil wells, through all the intermediate 
processes involved, to the delivery of the 
refined product to the ultimate consumer. 

But a flow chart for the insurance man- 
ager? 

By all means, says C. Henry Austin, 
Manager of the Insurance Department of 
the Standard Oil Company (Indiana), 
who has designed the chart shown in 
Exhibit 1 to assist the insurance manager 
in visualizing the hazards peculiar to his 
organization. 

This chart shows the operations of an 
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average manufacturing company. It traces 
the flow of raw materials and components 
from owned sources and suppliers to the 
manufacturing plants, with various stor- 
age and inventory points between these 
two phases of the business. The manu- 
factured products are then traced from 
the plants to the various sales outlets. 

Supplemental tables will of course be 
maintained for each location shown on 
the chart, each listing specific hazards, 
present coverage, and possible changes. 
Exhibit 2 is an example of such a supple- 
mental table for one of the locations, 
designated as Plant A, on the ABC Com- 
pany flow chart shown in Exhibit 1. 
These subsidiary tables are in turn sup- 
plemented by detailed tabulations cover- 
ing each line of insurance. 

In the case of fire insurance, for ex- 
ample, this material will include insurable 
values, date such values were determined 
by insurance engineer's survey, rates and 
date of rate promulgation, premiums, 
type of contract written to provide the 
required coverage, principal exclusions, 
limits of liability, list of participating 
underwriters, losses incurred during 
policy year, and so on. 

For workmen's compensation, the sup- 
plemental material may include manual 
classifications at the location, payrolls, 
modified rates, premium for each classi- 
fication, incurred losses, claims facilities, 
and medical facilities. 

The nature of a particular business may 
call for considerable ingenuity in diagram- 
ming. Such is the versatility of the flow- 
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EXHIBIT 2 


chart system, however, that appropriate 
variations will readily occur to the insur- 
ance manager who examines the setup 
with a view toward adapting it to his 


July, 1953 


own needs. Properly used, it should prove 
as effective in the insurance department 
as in any other sphere of company ac- 
tivity. 





INSURING THE PROFIT-SHARING PLAN 


Unterest IN profit-sharing plans for re- 
tirement purposes has increased greatly 
in the last few years and seems likely 
to continue to grow. There are good 
reasons for this. 

The major advantage of profit sharing 
for retirement purposes is that it involves 
no fixed commitment on the part of the 
employer. Contributions are made only 
if there are profits. While many pension 
plans (both insured and _ self-insured) 
have a considerable amount of funding 
flexibility, the fact remains that a pension 
plan does involve fixed costs which must 
be paid, if not this year, then next year 
or the following year. A profit-sharing 
plan avoids this commitment. 

The second reason for interest in profit- 
sharing plans is the belief on the part 
of some employers that the profits of 
industry must be spread over a broad 
base and be shared with workers if our 
American economy is going to retain its 
present pre-eminent position. 

Though profit-sharing plans are not 
without their disadvantages, most of these 
can be overcome by a properly designed 
group annuity contract prepared specifi- 
cally for profit-sharing plans. Such a con- 
tract would operate as follows: 

Each year the share of that year’s 
profits allocated to an employee (includ- 
ing forfeitures and dividends on the group 
contract) would be applied to buy units 
of paid-up deferred annuity on the em- 
ployee’s life. On death, disability, or 
termination of employment there would 
be available in cash at least as much as 
was paid for the units of annuity. The 
vesting provisions of the plan would de- 
termine whether all or only a part of 
this would go to the employee or his 
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beneficiary. The remainder would revert 
to the plan for the benefit of other em- 
ployees. At retirement the retirement 
income would be the sum of all the units 
of annuity previously purchased on the 
employee's life. Various optional forms 
of annuity would be available. 

The advantages of such an arrangement 
are numerous. The employee's share is 
never worth less than 100 cents on the 
dollar. This is important because an em- 
ployee is generally told each year how 
much of the profits have been allocated 
to him that year and how much his ac- 
cumulated shares are worth, in order to 
get maximum favorable response to the 
plan. Any depression in the market value 
of securities (in a self-insured plan) can 
cause the employee's shares to be worth 
less than he thought they were. Negative 
reaction can occur among both active and 
terminating employees. 

The annual revaluation of assets in a 
self-insured plan and the annual rede- 
termination of the value of each em- 
ployee’s share, taking current asset values, 
earnings, and forfeitures into account, is 
a considerable bookkeeping burden on the 
employer or trustee. Under this special 
group annuity, the accumulated value of 
each employee's share can be automati- 
cally determined each year by the in- 
surance company. 

In addition, the insurance company 
can furnish annually the total amount of 
paid-up deferred annuity purchased to 
date for each employee. This is very 
valuable in a profit-sharing plan for re- 
tirement purposes because the emphasis 
should be on the ever-increasing amount 
of monthly income available at retirement, 
not on its lump sum value. 
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The fact that the allocated profit shares 
are used to buy units of annuity is in 
itself a distinct advantage, because the 
normal settlement at retirement should 
be in the form of a life annuity. Self- 
insured plans sometimes provide that the 
lump-sum value at retirement will be 
distributed over a 15-year period. This 
is no solution to the retirement problem 
at all, because about half the people will 
live for more than 15 years after age 
65, and be left without any retirement 
income from the plan! 

Under the special group annuity, the 
units of annuity are purchased at rates 
in effect at the time the profit share is 


allocated to the employee. With the 
continual trend toward greater longevity, 
these rates are likely to be lower than 
if the lump-sum value of the employee's 
share at retirement were used to buy 
him an annuity at that time at rates then 
in effect. 

While contributions depend on profits 
initially, once they have been allocated 
to buy units of deferred annuity their 
future value and the amount of annuity 
are guaranteed and are not dependent 
on future employer profits, as is true in 
a self-insured plan. This appeals to many 
employees who look for security in their 
pensions. 


—WILLIAM M. Rae (Group Secretary and Actuary, Bankers Life Co., Des Moines) 
The Journal of Commerce, June 19, 1953, p. 23:2. 


Group Insurance Making Big Strides 


GROUP INSURANCE of all kinds, covering millions of workers and their dependents, 
increased 15 per cent last year, according to a survey by the Life Insurance Asso- 
ciation of America. 

At the start of this year, group life insurance covered 23,446,000 workers or 
their dependents; group accident and health weekly indemnity insurance, 17,- 
623,000; group hospital expense insurance, 29,409,000; group surgical expense insur- 
ance, 29,576,000; group medical expense, 10,115,000; group creditor's life insurance, 
10,789,000; and group annuities, 2,659,000. 

For each of these types of group insurance, the number covered is the largest 
on record. The greatest growth in 1952 was in group surgical expense insurance, 
where the number covered was 3,200,000 greater than the year before. 

This year’s survey includes for the first time group major medical expense 
insurance, which was first written on an experimental basis as recently as 1949 
and the real development of which did not begin until a year or two ago. The 
survey shows that 289,000 workers and 243,000 dependents, or a total of 532,000, 
are now covered in 420 groups. 

The number of employee-employer groups with group life insurance was 68,030 
at the start of this year; group hospitalization, 66,540; group surgical expense, 
68,570; and group medical expense, 23,710—over six times the number of firms 
with such insurance five years ago. The number of groups in group accident 
and health weekly indemnity insurance was 216,090. 

The 1952 total of $2,591,200,000 in premium payments for group insurance 
compared with $2,262,400,000 the year before and $1,157,700,000 in 1947. 
That is an increase of 124 per cent in the five years. 

—Insurance Advocate 6/13/53 
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DEPRECIATION, FIRE, AND FAILURE 


Tie MANUFACTURER who thinks of de- 
preciation only when income-tax time 
rolls around probably expects to be reim- 
bursed for the full replacement value of 
his property in the event of loss. But 
depreciation, though useful for tax pur- 
poses, may contribute to his financial ruin 
should his property be totally destroyed 
by fire or other cause. 

In most states, regardless of the amount 
of fire insurance carried, losses will be 
adjusted to the extent of the actual cash 
value of the property at the time of loss, 
but not exceeding the cost of repair or 
replacement with material of like kind 
and quality. Actual cash value and the 
method of arriving at it means taking the 
replacement cost of the property at the 
time of the loss—less the established de- 


preciation. Hence, it is important that 


insurable values be accurately established 
to avoid carrying either too little insur- 
ance or more insurance than can be col- 

lected in the event of loss. 
By conservative estimate, 50 per cent 
—Bitt McCatyi. American Machinist, May 25, 1953, p. 136:1. 


of all businesses suffering fires either shut 
down for good or fail within three years 
after reopening. One major reason for 
this is the financial setback suffered by 
even the business man who is “fully cov- 
ered” by a standard fire insurance policy 
—with its highly efficient little “actual 
value” clause. 

The need, therefore, is for “deprecia- 
tion” or “replacement” coverage. One 
way of providing this is to buy separate 
insurance covering the difference between 
the actual cash value and the replacement 
cost. This may be a separate item on 
your regular fire-insurance policy, or a 
separate policy entirely. The second, and 
preferred, method is to carry a single 
policy covering the full-cost new replace- 
ment amount, with a clause nullifying 
the standard actual-cash-value clause. 

While the greater moral hazard in- 
volved in writing such coverage neces- 
sitates cautious underwriting, the high- 
class risk should have no difficulty in ob- 
taining coverage. 


Fire as a Cause of Business Failures 


ONE OF EVERY 200 business failures is caused by a fire. 


This means that fires 


destroy more businesses than do floods, burglaries, frauds, or strikes, according to 
an analysis by Dun & Bradstreet of the causes for more than 7600 such failures. 
By accounting for 0.5 per cent of the total failures, fire placed 11th on a list 


of 20 causes. 


Cause 
Inadequate sales 


Competitive weakness 
Excessive fixed assets .. 


Inventory difficulties 


The 10 causes ahead of fire were: 


Per Cent 


Heavy operating expenses 


Poor location 


Receivables difficulties -.......................e0. 


Irregular disposal of assets 


Poor health 


Bad habits 


—The Spectator 5/53 
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Company Fire-Fighters—How Effective Are They? 


NINE OUT OF 10 industrial fires can be controlled by a combination of trained per- 
sonnel and adequate portable fire fighting equipment, a recent survey conducted 
by the Fire Protection Institute has revealed. Replies from safety directors in 
nearly 500 large factories, representing a cross-section of U. S. industry, showed 
that 87 per cent of a total of 1,759 fires were put out while they were still small 
by plant fire brigades and trained plant personnel armed with fire extinguishers and 
other portable fire-fighting equipment. In only 83 cases were the municipal fire 
departments needed to extinguish the blazes. Sprinkler systems were credited with 
putting out 35 fires. 

As a result, fires in the reporting factories resulted in loss of only one life and 
property damage of less than $1,500,000. This compares with a loss of $39,000,000 
tabulated by one statistical agency for 88 smaller factories having large-loss fires 
in 1952. 

Significantly, even in this cross-section study of important basic industries, the 
largest companies not only showed the greatest interest in equipping and training 
company fire brigades and personnel but also reported the lowest ratio of fire 
losses. One-third of the factories reported no fires at all over a 12-month period. 


—The Weekly Underwriter 4/25/53 
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THE MOTOR VEHICLE PROBLEM. By Manning 
W. Heard. The Casualty © Surety Journal 
(60 John Street, New York 38, N. y.), July, 
1953. The author, who is vice president of the 
Hartford Accident and Indemnity Company, 
presents the case against compulsory automo- 
bile insurance, citing, in support of his argu- 
ment, the sharp rise in accidents and insurance 
rates which followed upon the passage of a 
compulsory law in Massachusetts, the only 
state where compulsory insurance has been 
tried. The answer to the highway accident 
problem, he concludes, is a safety program 
“with teeth in it,’ which he outlines here. 


WORKMEN'S COMPENSATION: VIEWS OF THE 
CLAIMANT AND OF THE INSURANCE CARRIER. 
By Samuel B. Horovitz and Leslie P. Hemry. 
The Annals of the American Academy of 
Political and Social Science (3937 Chestnut 
Street, Philadelphia 4, Penna.), May, 1953. 
$2.00. The first of these two articles, by Mr. 
Horovitz, discusses the inadequacies of present 
allowances to injured workers under exist- 
ing workmen's compensation coverage provided 
by both state insurance funds and private 
carriers and predicts that, in the long run, 
employers and their insurance carriers must 
either liberalize compensation benefits or re- 
concile themselves to complete government 
control of workmen's compensation. Writing 
from the standpoint of the insurance carrier, 
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Mr. Hemry discusses the special services and 
the long-range advantages which accrue not 
only to employers but also to workers under 
compensation plans placed with private in- 
surers. 


CATASTROPHE MEDICAL EXPERIENCE OF GEN- 
ERAL ELECTRIC AND SEARS, ROEBUCK. The 
National Underwriter (171 West Jackson 
Blvd., Chicago, IIl.), July 9, 1953. Outlines 
some of the major provisions of the catastrophe 
medical insurance plans in effect in two of 
the companies which have pioneered in this 
new field. Experience, in both cases, indicates 
the desirability of including deductible and co- 
insurance features in the plan as a means of 
keeping medical expenditures within reasonable 


bounds. 


HOW TO JUSTIFY USING THE COINSURANCE 
CLAUSE. By J. W. Wingo. Rough Notes 
(Indianapolis 6, Ind.), July, 1953. While 
the coinsurance clause is commonly opposed by 
the insurance buyer, its existence is justified 
by the fact that it tends to make over-all in- 
surance costs more equitable, maintains the 
author, who is Special Agent for the Hartford 
Fire Company, Dallas, Texas. He explains 
why coinsurance is a necessary feature of 
fire insurance and then examines some of the 
factors which determine the coinsurance per- 
centages which are commonly encountered. 
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SUCCESSFUL LABOR RELATIONS FOR 
SMALL BUSINESS. By James M. Black 
and J. George Piccoli. McGraw-Hill Book 
Company, Inc., New York, 1953. 425 pages. 
$6.00. 


Reviewed by Lawrence Stessin* 


If ever there was a “how to” book, this is 
it. Like a couple of sure-footed Alpine guides, 
Messrs. Black and Piccoli know every crag 
and crevice along the hills and dales of per- 
sonnel procedures and collective bargaining. 
The executive who doesn't cull a hatful of 
methods, techniques, and strategies from even 
a cursory reading of this book has only his 
inertia to blame. Here the reader will find no 
theorizing, no vacillation on which road to 
take. Indeed, the book makes practical labor 
relations seem like a pretty simple business. 
(That very strength, however, might also be 
its weakness.) Black and Piccoli have used a 
core of 600 companies in the Cleveland area— 
as diversified an industrial region as you'll find 
in this country. They have surveyed, studied, 
and analyzed every personnel practice of each 
of these businesses. 

Want to know what's being done on layoff 
policies, incentive systems, pay for jury duty, 
training methods, holiday pay, cafeteria man- 
agement, loans to employees, handling old 
timers, physical examinations—on any other 
personnel practice you can name? It's all here 
in neat, easy-to-apply text and tables. And in 
case mere facts and figures still leave you un- 
decided on how you fare in keeping up with 
the industrial Joneses, the authors buttress their 
findings with chunks of good “recommended 
procedures.” 

But advice-giving in labor relations can be 
as thankless and sometimes backfiring a task as 
telling a harassed man how to handle his 


* Assistant Professor of Management, School of 

Commerce, New York University; Editor, Em- 
ployee Relations Bulletin, National Foremen’s 
Institute. 
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mother-in-law. A company can be up to snuff 
in every tangible personnel practice and still 
not have good labor relations. It could be 
wished that the authors had given more space 
and more attention to the immeasurables, the 
unchartable factors that make this field one 
of no easy answers. But this is a minor bit 
of carping. The libraries are overflowing with 
tomes on the unknowns and the intangibles of 
employee relations. And it’s refreshing to run 
into a duo of practitioners like Black and 
Piccoli, who don’t hem, haw, and hedge when 
asked how to handle this or that labor problem. 

The first part of the book covers personnel 
practices; the second section deals with col- 
lective bargaining. And it is here that the 
authors reveal the value of their experience as 
consultants to hundreds of companies through 
the facilities of the Associated Industries of 
Cleveland. While collective bargaining admitted- 
ly cannot be learned from the pages of a book, 
this one is about the closest you could come 
to such an achievement without having Mr. 
Black or Mr. Piccoli personally sit in your 
chair at the bargaining table. There has been 
no clearer exposition, in this reviewer's ex- 
perience, of what goes on at a union-manage- 
ment bargaining session. Actual case histories 
pinpoint each step; and Mr. Black, who is an 
angel with a typewriter (he writes humorous 
verse for the Saturday Evening Post in his 
lighter moments), does a real craftsman's job 
of dramatic presentation. 

The section on collective bargaining begins 
with a chapter on “Comes the Union.” For 
the reader whose employees haven't been 
unionized, there is sound commentary here on 
the management lapses that cause workers to 
heed the organizer's chant. “Negotiating the 
First Union Contract” is a gold mine for the 
novice who has never faced the terrors of table- 
pounding in negotiations. When Black and 
Piccoli get through with that part of the drama, 
the union business agent is neither a devil nor 
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a saint. Following the Black-Piccoli formula, 
you needn't cower or bluster. 

A special attraction for readers who have 
already gone through their baptism of union 
negotiations is two excellent chapters on “How 
To Improve an Existing Contract.” This is 
“must” reading for even the most seasoned 
bargainer. The material on “So They've 
Struck Your Plant” is also a clear and forceful 
blueprint on the proper legalisms of behavior 
under Taft-Hartley. Regrettably, however, the 
authors indulge in the highly dubious business 
of laying out a program for a “back-to-work 
movement.” Back-to-work movements have led 
to serious riots, bloodshed, and terrorism in 
this country; the history of labor relations is 
strewn with companies which have successfully 
launched programs of this kind, only to find 
later that the resultant slowdowns, turnover, 
and bad morale were not worth the candle. 
When Black and Piccoli advise management 
to pick a tough foreman to lead a back-to-work 
movement because “if the union gives him 
a good working over, he may call it a day and 
you'll find it very difficult to persuade someone 
else to pick up where he left off,” they appear 
to be playing it too glib with human life. 


EFFECTIVE PUBLIC RELATIONS: Path- 
ways to Public Favor. By Scott M. Cutlip 
and Allen H. Center. Prentice-Hall, Inc., 
New York, 1952. 502 pages. $7.00. 


Reviewed by Edward K. Moss* 


Public relations in the minds of many busi- 
ness executives today is, as the authors state, 
“one great blooming, buzzing confusion.” And 
no wonder. Even among practitioners there 
is no agreement on a simple, concise definition 
or explanation of what public relations em- 
braces or how it is applied. 

Fortune magazine called 
ance publicly appreciated.” 
it “plausible disguises for unworthy causes.” 
The most widely accepted definition, that of 
the publication Public Relations News, is: 


it “good perform- 


Others have called 


* Mr. Moss, former director of public relations for 
the AMA, was for several years in charge of 
public relations activities of the U. S. industrial 
mobilization for defense, and is now a consultant 
with offices in New York. 
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“that management function which evaluates 
public attitudes, identifies the policies and 
procedures of an individual or an organiza- 
tion with the public interest, and executes a 
program of action to earn public understand- 
ing and acceptance.” Good as that is, it is 
certainly no masterpiece of concrete clarity. 

Yet in a democracy, where admittedly the 
support—or at least the neutrality—of public 
opinion is necessary to the existence of any 
institution or business enterprise, it is im- 
portant that leaders in any field know some- 
thing of what public opinion is, how it is 
shaped, and how their relations with the pub- 
lic are influenced. Or, for that matter, what 
a “public” is. 

Whatever their function may be in an 
organization, all executives are to some extent 
concerned with these questions—some because 
their activities impinge on their organizations’ 
relations with individuals or groups that com- 
prise the public; others, because at least it is 
an important function elsewhere in the organi- 
zation, and one with which, as aspirants to 
broader responsibility, they wish to be familiar. 

If Messrs. Cutlip and Center's book does 
nothing else, it presents in its first chapter a 
discussion of public relations that could clear 
the air considerably. The reading of this 
chapter alone by all management men in the 
U.S. would in itself go far to improve the 
public relations of business. It is the clearest 
short orientation in public relations—its terms, 
its origin, and its application—that this re- 
viewer has had the pleasure to find. 

In general, the rest of the volume matches 
the high standard set by the first chapter. As 
the authors state, there has been a need for a 
fundamental and comprehensive book present- 
ing public relations in a “teachable and learn- 
able” sequence of topics as well as in dis- 
cussion of principles and their application. 
Still another need has been for a sharper focus 
on the role of the practitioner as it is deter- 
mined in actual practice. It was the aim of 
the authors to fulfill these needs. 

The book has five parts. Part One deals 
with the what, the why, and the history of 
public relations. Part Two addresses itself to 
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the method—fact-finding, planning, communi- 
cating; the tools; the role of independent 
counsel and staff director; and the integration 
of the public relations function into the over- 
all organization of which it must be a part if 
it is to be effective. Part Three takes up the 
publics: what they are and how they are deter- 
mined; the problems of internal relationships in 
a large organization; community relationships, 
trade relations, mass media, the press, and the 
general public externally. Part Four covers the 
current practice of public relations in 10 major 
fields by discussion and by a series of case 
studies illustrating specific problems and their 
solution in industry, small business, trade asso- 
ciations, utilities, carriers and banks, labor 
unions, welfare agencies, hospitals, churches, 
government, public schools, higher education, 
and the military forces. Part Five discusses the 
personal equipment necessary to the practi- 
tioner and the problems of emergence into pro- 
fessional status. 

Catalogued in summary, the contents may 
seem so all-embracing as to be perforce super- 
ficial. On the contrary, each part of the book 
is a thorough treatment of its aspect of the 
subject and could well stand by itself. Re- 
search and documentation has been so thorough 
as to include reference to virtually all recorded 
views of significance on all aspects of the 
topic. As is often not the case with other 
volumes in the field, the authors do not im- 
pose their own or any other viewpoint. 

Yet the book does not suffocate from its 
own thoroughness. It is readable throughout. 
It is not overly academic nor overly con- 
cerned with the mechanics of public relations 
practice. It is balanced. It reviews carefully 
the theories of public relations and experience 
to date in their application. It offers a com- 
mentary that serves to relate the mass of ma- 
terial it incorporates. 

The value of this book is that it gives per- 
spective to all facets of the subject with 
sufficient clarity and detail to orient the stu- 
dent, assist the scholar, and guide the general 
executive without requiring his attention to im- 
portant but transitory minutiae. It should en- 
dure as a standard work in the field for a 


long time. 
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PRINCIPLES OF MANAGEMENT. By 
George R. Terry. Richard D. Irwin, Inc., 
Homewood, Illinois. 1953. 663 pages. $8.00. 


Reviewed by Ordway Tead* 


The acid test of a volume on management 
designed as a college text would presumably 
be its use with at least one class before an 
opinion is reached. A new book has, how- 
ever, to be reviewed in the absence of such 
a work-out. And the habit of mind, the out- 
look, the customary teaching coverage of the 
critic obviously influence his evaluative judg- 
ment. 

It happens that this reviewer believes in the 
kind of approach Professor Terry has em- 
ployed, and subscribes to his basic intention 
and design. But whether or not the student 
without benefit of prior operating experience 
will “get what the author is wisely telling 
him, it is truly hard to estimate. Perhaps 
this book will really be most useful to those 
with some operating background. 

Principles of Management has wisdom in 
its organizational frame, in its over-all point 
of view, in its selection of major subjects, 
and in its relative emphasis among topics. Its 
approach is not that of the conventional man- 
agement text; the psychological factors having 
to do with managerial states of mind, work- 
ing methods, and controlling goals are rightly 
given the primary emphasis; and as a whole 
the book keeps away from the mechanistic 
and static approaches of many other volumes. 
Studied with an experienced teacher, it should 
supply a splendid orientation to proper man- 
agement attitudes and approaches. But this 
reviewer still suspects that it should be re- 
read by the student a couple of years after 
his formal study in order that he may come 
to realize how good and true the author's 
advice is. Perhaps this is a specification one 
might offer in respect to every meaty and 
mature survey of the field of management, on 
the ground that managerial skills are, when all 
is said and done, basically not so much taught 
as learned. And the learning has to be actively 


* Editor, Social and Economic Books, Harper & 
Brothers. 


The Management Review 





experiential in an art as subtle and vompre- 
hensive as management in fact is. 

One possible serious reservation about this 
carefully conceived and thoughtfully presented 
work concerns (ever as a preview) the ade- 
quacy of Part VI on “Management of Special 
Fields.” In the reviewer's opinion, this sec- 
tion might be omitted altogether on the as- 
sumption that the student would, soon or 
late, have more intensive courses in such mat- 
ters as materials, machines, methods, finance, 
and marketing. 

It is to be hoped that from now on intro- 
ductory management texts will adopt the func- 
tional, dynamic, and psychologically oriented 
point of view which is the major asset of this 


commendable book. 


EXECUTIVE BEHAVIOR: A Study of the 
Work Load and the Working Methods of 
Managing Directors. By Sune Carlson. 
Available from C. A. Stromberg, Valhal- 
laviigen 184, Stockholm Va., Sweden. 1952. 


122 pages. $4.00. 


Reviewed by Russell J]. Greenly* 


The purpose of this book is to determine 
how executives spend an average day at their 
work assignments. The subjects of the study 
were nine Swedish managers; the author, who 
is Professor of Business Administration at the 
Stockholm School of Economics, that 
in many cases he had to rely on the honesty 
of the executive's understudy in faithfully re- 
porting his every activity, and also his secre- 
tary'’s alertness in observing his actions. Pro- 
fessor Carlson makes no attempt to offer advice 


states 


as to what the executive should do; he states, 
moreover, that this study does not pretend to 
arrive at any new conclusions about the actual 
nature of the executive's job. 

Of particular interest is the review of the 
method employed in recording the findings of 
this study. 
“can be studied both in their relation 


“Executives’ behavior,” says the 


author, 
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to psychological or mental systems and in their 
Here, executives’ 
other 


relation to social systems.” 
behavior is not studied in relation to 
human beings in a particular social structure. 
It has been well pointed out that social scien- 
tists need more knowledge in regard to exist- 
ing norms for executive behavior and how far 
and why actual behavior deviates from these 
norms. 

Like any other real researcher, the author 
wants to use his findings as a foundation for 
further studies. He has made clear the need 
for such additional research by suggesting 
“the desirability of developing a systematic 
theory of executive behavior.” Such a theory, 
he believes, would make it much easier to ar- 
range the necessary empirical research in its 
proper place. 

Professor Carlson is to be commended for 
delving into a field of behavior that has been 
little explored to date. It would appear, how- 
ever, that a more comprehensive study would 
have to be made before we could derive any 
workable conclusions. To reflect the unique- 
ness of our business enterprise system, such a 
study should be based upon American execu- 
tives’ activities. 

The present volume is, however, to be rec- 
ommended for careful study by others seeking 
methods and techniques in this field. 


THE LOCAL UNION: Its Place in the In- 
dustrial Plant. By Leonard R. Sayles and 
George Strauss. Harper & Brothers, New 
York. 1953. 269 pages. $3.50. 


Reviewed by Elinore M. Herrick* 


To representatives of management dealing 
with the day-to-day problems of union rela- 
tionships this study of the local union by 
Messrs. Sayles and Strauss will be enormously 
valuable. The inner stresses and strains within 
a local union are clearly revealed here through 
many interviews with local union officers of 


The 


loyalties, the vast amount of time that a union 


all degrees. conflicts of interests and 
officer must take away from his family to do 
* Personnel Director, New York Herald Tribune. 
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nis union job properly, the attitudes of the 
wives toward this new “double life’—all are 
brought under focus in this survey. 

Two revelations of the study struck this 
reviewer most forcefully. First is the thought 
frequently expressed by the union leaders that 
“we mustn't push management too far or too 
hard.” Entering into the determination of 
this problem is the great knowledge of com- 
pany operations and problems that the union 
officer undertakes to acquire as a necessary 
tool for effective representation of the workers. 
For the same reason he seeks to understand 
the attitudes, motivations, and psychological 
reactions of the management men with whom 
he must deal. It may be that too few on the 
management side make an equal effort. 

Second is the realization that within the 
union structure there is the same communica- 
tions problem that management is still trying, 
more or less unsuccessfully, to solve. In at- 
tempting to solve the problems or grievances 
of a department, the steward sometimes finds 
himself misunderstood or in conflict with the 
top union officer in the plant, who realizes 
that a settlement in one department might 
cause serious maladjustments elsewhere. And 
officers of the city-wide local cannot overlook 
the possible impact of one grievance or one 
arbitration on other situations. 


Few on management's side realize the tre- 
mendous effort of the local to develop fuller 
membership participation in the business of 
the union and in attendance at meetings. At- 
tendance at union meetings, the authors found, 
to 8 per cent of the total mem- 
such as 


“averages 2 
bership, but extraordinary 
strike votes or contract negotiations, may bring 
out 40 to 80 per cent.” Often workers asked 
why they had to go to meetings in addition 
to paying their dues. Some regard union 
membership as they do hospitalization insur- 
ance—as a protection against unknown haz- 
ards. “Many workers fear that in joining a 
union they are accepting help in an area where 
they should be able to manage by themselves 

or that they are attacking management in 
a way which is at times unwise and at other 
Although rarely expressed in 


events, 


times unfair. 
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words, evidence of these anxieties appeared 
again and again.” 

Despite the present wide acceptance of 
unionism by management, the authors found 
prevalent among workers a fear of reprisal if 
grievances are pressed. Members expect union 
officers to be aggressive on their behalf, fear 
they are being “sold out” if officers fail to 
act vigorously, but blame the union if its 
toughness begets a tougher attitude on the 
part of management. The authors comment: 
“Thus worker attitudes toward company and 
union are ambivalent and confused. Although 
they want to be independent of the company, 
they fear that by becoming too active in the 
union they will place in jeopardy the benefits 
they have already won. They are convinced 
the union is necessary for their future security, 
but are doubtful of their own particular rela- 
tion to the organization.” 

Because unions are controlled by relatively 
few individuals, there exists, the authors 
found, “suspicion of officers just because they 
are officers.” Hence, holding union office is 
widely regarded as “undesirable,” and rank- 
and-file abuse of union officers is common. 
When a union has moved out of the organiz- 
ing phase and has to police a contract, “the 
officers find that they have the responsibility 
of making day-to-day decisions that involve 
choices between groups within the rank and 
file. Here it is totally impossible for the of- 
ficers to satisfy everyone.” In pressing griev- 
ances, the officers—knowing they can't win 
every time—are thus forced to be selective 
and to choose those involving the most im- 
portant principles, though the unsettled griev- 
ance may cause great trouble when the next 
election of union officers takes place. 

A management that feels its local union 
leadership is fair and responsible will find in 
this book much helpful information on the 
internal workings of the local union—as well as 
psychological explanations of behavior—which 
should enable it to steer a wise course, avoid- 
ing unnecessary embarrassment or other harm 
to conscientious leaders. 
managements become tense and unyielding over 
what they regard as a “fundamental principle,” 


union Too often 
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when they might find a satisfactory solution 
if they fully understood the union leader's 
problem. Sayles and Strauss have performed a 
valuable service in gathering these revealing 


interviews. 


Ells- 


New 


FACTORY FOLKWAYS. By John S. 
Yale 
284 pages. 


University Press, 
$4.00. 


worth, Jr 
Haven, 1952. 


Reviewed by Nathaniel Cantor* 


The subtitle of this volume, A Study of 
Institutional Structure and Change, indicates its 
main theme. Professor Ellsworth, who teaches 
in the sociology department at Yale University, 
wanted to do two things: He proposed to test 
and clarify selected sociological theories by 
applying them to a specific factory—and, on the 
other hand, to nature of the 
social organization of an industrial plant. This 


illuminate the 


reviewer could not help being reminded of 
a parallel attempt made by Dr. Elliott Jaques 
in his study The Changing Culture of a 
Factory.t Dr. 
problems of communication in a factory and 
analysis. 


Jaques’ study focused on the 


made use of social science in its 
Professor Ellsworth analyzes the “New Free- 
dom Products Company” from the point of 
view of the social scientist seeking to determine 
the applicability of the anthropologist Mali- 
nowski's concept of “institution” to a modern 
factory setting. Dr. Jacques’ focus was pri- 
marily practical while Professor Ellsworth’s is, 
Both studies, however, 
show how science in the widest 
can be used for a clearer understanding of the 


and 


in part, theoretical. 


social sense 


organization functioning of a factory 
system. 

Factory Folkways is arranged in three sec- 
tions: an introduction, which gives the history 
and description of the “New Freedom Products 
Company” (the fictitious name of a New Eng- 
land factory); an institutional analysis of the 


factory; and, finally, a description of the pro- 


of Sociology and Anthro 


suffalo. 


Department 


* Chairman, 
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cess of change in the factory structure and 
organization. 

In Section II the author applies the concept 
of “charter” as used by Malinowski. That is, 
he analyzes the purposes, principles, and stand- 
ards which underlie the activities of the fac- 
tory. He also examines the human needs 
which it satisfies, and asks: What are the 
“needs” of workers, and what satisfaction do 
they seek? How are these needs being met? 

In this section the author deals with some 
of the problems which, though evident to the 
industrial sociologist, are still largely unrec- 
ognized by most industrial managers. A factory 
organization is not merely a place where goods 
are manufactured by people earning wages, but 
a social system. As one employee told Professor 
Ellsworth, “I have two homes, my home where 
I live and my factory home where I work.” 
Many workers spend a large part of their lives 
in a factory. Their aims, hopes, wishes, fears, 
jealousies, ambitions, likes, and dislikes operate 
in the plant as well as outside. All kinds of 
human relationships operate in the industrial 
setting. The informed student of these prob- 
lems knows how utterly naive is the view that 
it is money income which primarily motivates 
the worker or profit which motivates the 
manager. 

Any given industry is a complex web of 
institutional and human factors reciprocally 
interacting in a particular setting. Are there 
any general sociological principles which can 
help one to understand this tangled complex 
of human association? Professor Malinowski, 
as well as other social scientists, believes there 
are. What holds true for small groups of 
primitive people, a church group, an Indian 
village, a Hindu community, or an industrial 
union will also be true of a factory system. 
Dr. Ellsworth seems to be the first to apply the 
particular approach of Malinowski to an in- 
dustrial group. 

The author had worked for many years in 
the factory which is the subject of his analysis. 
He worked in various departments of the plant 
and had opportunity to speak with employees 
and managers over the years. For 14 months, 
moreover, he was personnel manager, in charge 
of employment, personnel services, training, 
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and labor relations. He is also a trained sociol- 
ogist. This is indeed a rare combination of 
qualifications for the kind of inquiry under- 
taken here. 

One of the important problems raised in 
Section III is whether the important personal 
face-to-face relationships with people can be 
maintained in the huge, complex factories of 
today. It is agreed by many students of in- 
dustrial “morale” that intimate small groups 
who develop a “team spirit’ are almost always 
the leaders in production. How can such 
spirit be fostered in the decentralized, sprawl- 
ing, complex departments of a modern plant? 
Here is an example of the kind of practical 
problem which social science may help to 
answer. 

The reviewer has not indicated the richness 
of the author's study, the thoroughness with 
which he document his statements, 
and his cautious avoidance of unwarranted 
conclusions. The interested reader will discover 
these qualities for himself. 

This study is an tmportant contribution, 
that have been made, toward 


seeks to 


one of few 


bridging the gap between the industrial sociol- 
ogist and the insightful manager or plant ad- 


ministrator. 


THE CASE METHOD OF TEACHING 
HUMAN RELATIONS AND ADMINIS- 
TRATION: An Interim Statement. Edited 
by Kenneth R. Andrews. Harvard Univer- 
sity Press, Cambridge, Mass. 1953. 271 
pages. $4.50. 


Reviewed by Paul Pigors* 


This volume, which comprises a stimulating 
collection of papers by well-known members 
of the Harvard Business School, has been 
prepared for administrators and training di- 
rectors and teach by the case 
method. Among the authors are Fritz J. 
Roethlisberger, Kenneth R. Andrews, Paul R. 
Lawrence, John B. Fox, David N. Ulrich, 
Ralph M. Hower, John D. Glover, George F. 


who learn 
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F. Lombard, Jerome F. Scott, and Harriet O. 
Ronken. The initial paper by Charles I. Gragg 
sets the tone of the book. 

Teaching by the case method enables stu- 
dents to make a transition from “ ‘education’ 
by taking courses” to self-teaching. It is 
democratic, not only helping students to learn 
by group discussion but helping the teacher 
to become a member of the group. Moreover, 
it offers exercise in the development of quali- 
ties that any business administrator needs— 
ability to see meanings in and between facts, 
capacity to make judgments, and power to 
communicate decisions in order to get desired 
results. 

Many difficulties experienced in the begin- 
ning by people who adopt the case method 
are due to their failure to realize that a case 
student typically passes through at least three 
objectively discernible phases: 


1. Discovering his inability to think of 
everything that his fellow students can 
think of. 

Accepting easily and without fear the 
need for cooperative help. 

Realizing that the teachers do not always 
or necessarily know the “best” answers 
—and that, even when they do appear 
to, each student is free to present and 
hold to his own views. 

One of the most stimulating papers in this 
collection is the one by Irving J. Lee, “General 
Semantics and the Case Method.” Professor 
Lee, who had been invited to sit in on some 
100 hours of classes in human relations and 
administrative practices at the Graduate School 
of Business Administration in Harvard Uni- 
versity, raises the key question: “Might not 
business administrators and students of Gen- 
eral Semantics derive mutual benefit by work- 
ing more closely together?” and develops var- 
ious ways in which understanding of “semantic 
mechanics” might help case students. 

The book fills a great need and should be 
read by anyone who wants to know more 
about the advantages and difficulties of teach- 
ing by the case method. 
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AUTOMATION: The Advent of the Auto- 
matic Factory. By John Diebold. D. Van 
Nostrand Company, Inc., 250 4th Avenue, 
New York, N. Y. 1952. 181 pages. $3. 


Reviewed by Wassily Leontief* 


Automatic self-regulating machinery promises 
to revolutionize the American industry in the 
1950’s in the same way as the conveyor had 
done it in the “30's. The seven well-written 
chapters of this small volume—a product of 
Professor Doriot’s well known research course 
in the Harvard Business School—constitute a 
useful introduction to this new subject. 

Mr. Diebold acquaints the reader, first of 
all, with the scientific fundamentals of “auto- 
mation” by explaining such notions as “feed- 
back” and “closed loop regulator.” (Paren- 
thetically, let it be observed that any one 
who has had trouble with the thermostatic 
control of his oil furnace has already had a 
practical introduction to both of these prin- 
ciples.) Next description of the 
most spectacular of modern self-regulating de- 
vices—the large high-speed computor which 
can not only calculate with lightning speed 
but also make the necessary decisions all by 
itself as it goes along. The larger part of the 
book is devoted to the discussion of various 
problems arising in connection with the prac- 
tical introduction of automatic control in 
manufacturing, banking, and other types of 
business. 

While profusely illustrating his chapters with 
concrete examples, the author puts particular 
emphasis on presentation of certain general 
principles which certainly should not be over- 
looked by any manager who may be contemplat- 
ing the possibility of automatizing his plant, 
shop, or bookkeeping department. Mr. Diebold 
rightly emphasizes the importance of an in- 
tegrated approach to the problem: In shifting 
to the new technology it will not only be 
necessary to invest in new special equipment; 
quite often, the product too will have to be 
redesigned and the entire production and 
scheduling setup radically changed. 

In the last two chapters, the reader will 


comes a 
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find a lively, although certainly rot definitive, 
discussion of such questions as what automa- 
tion will mean to business and what its social 
and economic effects may be. 

In striving to achieve the widest possible 
coverage of a highly intricate subject in the 
narrow space of less than two hundred pages, 
the author has sacrificed some of the selective 
thoroughness and balance which one has a 
right to expect from an introductory presenta- 
tion. Not all his generalizations seem to be 
supported by facts, not to mention figures. 
In this volume, devoted to one of the fore- 
most cost-saving inventions of our time, one 
looks in vain for cost figures of any kind. 
Actually, such figures are available. 

Mr. Diebold’s use of names of manufac- 
turers of automatic and regulating equipment 
strikes one as being somewhat arbitrary in its 
choice. The same applies to his references 
to the existing literature—by now rather ex- 
tensive—on the subject of automatization. One 
must likewise deplore his failure to include a 
selective bibliography. But these are all minor 
and easily remediable faults. After turning 
the last page of this little book, the reader 
may well wish to reach out for a really ex- 
haustive study of the subject. To date, how- 
ever, no thorough and systematic handbook of 
automatization has appeared. Such a book 
would fill a real need. 


HOW TO CONTROL PRODUCTION 
COSTS. By Phil Carroll. McGraw-Hill 
Book Company, Inc., New York, 1953. 272 
pages. $5.00. 


Reviewed by William Langenberg* 


Management will find in this book a life- 
time of observations of poor cost systems, 


having considerable 
Its value to cost 


especially in industries 
set-up time and tool costs. 
accountants lies in its descriptions of pitfalls 
to be avoided, among them average depart- 
mental burden rates, average tool costs and 
average set-up in burden rates. It can 
be recommended to industrial engineers who 


cost 
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are interested in a fairly comprehensive dis- 
cussion of the necessity of establishing accurate 
product expense budgets, break-even 
points, and product profit-and-loss statements. 
Moreover, it should be of interest to men in 
management, regardless of professional back- 


costs, 


ground, who are concerned with productivity 
increases. The emphasis on more incentives 
to bring out the best in people and make 
them perform at the peak of their abilities 
is most timely. 

There are many ways of increasing pro- 
ductivity. depend upon outside fac- 
tors to a greater degree than others; in this 
category are volume increases caused by con- 
sumers’ panic buying, benefits of research 
conducted by government laboratories, etc. 
Clearly, considerable effort should be directed 
towards those improvement potentials which 
are controllable. Some of these require capi- 
tal expenditures while others do not; major 
factors which merit consideration are modern 
equipment, better manufacturing practices 
(supervision), and employee participation. This 
book suggests work standards plus incentives, 
incentives on indirect operations, supervisory 
incentives, and methods improvements and 
control. It suggests: “Devise ways, not profit 
sharing, to pay an individual who thinks up 
cost-cutting ideas.” 

The author, this reviewer believes, has de- 
voted too much space to a description of in- 
adequate cost systems; moreover, there is too 
much generalization regarding product profit- 
and-loss statements, sales forecasts, and break- 
even data. Yet Mr. Carroll does point out 
what the requirements are for cost control 
and productivity increases. 

This book suffers from the fault that it 
wanders too far afield from the subject of 
controlling production cost. Production cost 
means the manufacturing cost of the finished 
product; it does not include administrative 
and selling expense. Illustrations of the type 
of report which deals in actual quantities and 
is written in the language of operating people 
would represent a most valuable addition to 
the book. Reporting of this type covers ma- 
terial yield, machine utilization, direct and in- 
direct labor, and variable (out-of-pocket) 
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overhead. Such reports may be issued on a 
daily or weekly basis, as required. 

It would have been desirable, to say the 
least, to point out how cost accountants and 
industrial engineers learn to work to- 
gether for a common goal. Cost accountants 
should acquire the technique of issuing the 
proper control reports on time, and industrial 
engineers should assist in the design of the 
reports and the establishment of the proper 
standards. Positive thinking along these lines 
can, this reviewer is certain, bring out the 
best in cost accountants, industrial engineers, 
and plant supervisors. 


must 
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REACHING OUT IN 
By William B. Given, 


Brothers, New York, 1953. 175 pages. $2.50. 
Reviewed by H. Frederick Willkie 


The theme of this thoughtful book on indus- 
trial management as instituted and practiced 
by the American Brake Shoe Company is: 
Whatever benefits the company’s employees, 
in the plant or in the community, is good for 
the company itself. 

By and large, such a basic philosophy of 
management is rare in American industry. The 
usual approach to labor relations is to reach 
the best possible understanding on working 
conditions and wages through union-manage- 
ment bargaining, and then to carry on as 
amicably as possible until the next negotia- 
tion. The result, in many cases, is a peaceful 
but essentially negative relationship in which 
both management and worker attend to their 
respective jobs, with the area of contact be- 
tween them reduced to a minimum. 

There are many cases of peaceful manage- 
ment-labor cooperation when it is in the 
interest of both parties. The unusual ele- 
ment in the policy of Mr. Given’s company, 
however, is management's initiative in 
“reaching out” toward the worker—which 
implies a continuous analysis of labor-manage- 
ment relations within the framework of a dy- 
namic and positive personnel policy which 
extends to the details of personal relationships. 
The philosophy of “reaching out,” as discussed 
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in this book, not only applies to management- 
employee relationships in every department of 
the company but extends to the community 
outside, where management is active in such 
fields as education, medicine, and church af- 
fairs. This policy has achieved definite suc- 
cess in the development of the individuals in 
the Brake Shoe organization. 

Many other companies, of course, have 
substantial personnel programs and take an 
interest in the welfare of their employees 
through well-organized personnel departments. 
What distinguishes the Brake Shoe policy is 
the constant growth, promotion, and selling of 
a constructive human development program 
involving a continuous “reaching out” by 
top management into the problems of em- 


this approach may be attributed to the fact 
that “reaching out™ looks toward the future— 
unlike the personnel policies of many other 
companies, which, in overemphasizing the 
importance of “experience” (i.e., in effect main- 
taining the status quo) are really facing toward 
the past. 

In publishing the story of this dynamic 
personnel policy, Brake Shoe has done Amer- 
ican industry a real service. Few industrial 
operations could fail to profit from a serious 
study of this book. As one who has always 
believed that a positive approach to employee 
relations and public relations is of primary 
importance in industry, this reviewer feels 
that Reaching Out in Management should be 
distributed as widely as possible throughout 


ployees. Perhaps the remarkable success of industry and to the public generally. 
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By Stanley M. Brown and Lillian Doris. Prentice-Hall, Inc., 
1,496 pages. $7.50. Two new sections—on employee benefit plans and on 
raising capital—and an enlarged discussion of accounting are included in the revised edition of 


BUSINESS EXECUTIVE'S HANDBOOK. 
New York, 1953. 


this compendium of business practices. Other main topics, presented with time and money- 
saving tables, short cuts, and outlines of procedure, include: direct-mail selling, advertising, 
sales management, office management, letter-writing, insurance, credit and collections, types 
of business organizations, and business mathematics. 


HOW TO BUY STOCKS. By Louis Engel. Little, Brown & Company, Boston, 1953. 252 pages. 
$2.95. Translating financial terminology into simple language, this guide answers many of the 
common questions of new investors—what stocks are, how they are bought, what a broker 
does, how the stock exchange works, and what stocks are suited to various types of investor. 
The author favors buying stocks as long-term investments, rather than to make immediate profits, 
as it is his belief that over any long period of time (10, 20, or 50 years) the market tends to 


rise. 


THE FINANCIAL POLICY OF CORPORATIONS. Fifth edition. By Arthur Stone Dewing. The 
Ronald Press Company, New York, 1953. Two volumes, 1,530 pages. $15.00. This basic 
text, which has been revised in the light of economic changes that have taken place since 
World War II, covers the entire life cycle of the corporation, from the initial issue of securities 
through the various stages of the going concern to expansion and reorganization. The basic 
principles of corporate financial activity are underlined, with references to specific policies and 
practices of individual corporations. Particular attention is paid to the consequences of govern- 
ment regulations and court decisions and to the results of changes in the market for new 
security issues. 
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PRICE PRACTICES AND PRICE POLICIES. By Jules Backman. The Ronald Press, New York, 1953. 
660 pages. $8.00. This volume contains selections from the writings of the author, other econo- 
mists, and business leaders on how prices are actually determined in manufacturing, agriculture, 
retailing, public utilities, insurance, and the professions. A section on federal regulation of prices 
and business practices considers the effects of anti-trust, fair trade, and unfair practices legislation. 
Another section is devoted to the problem of pricing professional services in medicine, dentistry, 
engineering, accounting, law, arbitration, and consulting. 


INDUSTRIES FOR SMALL COMMUNITIES. By Arthur E. Morgan. Community Service., Inc., Yellow 
Springs, Ohio, 1953. 112 pages. $2.00 (paper edition, $1.50). Describes how Yellow Springs, 
Ohio—a farmer's village having fewer than 1,500 inhabitants and almost no industrial life 
two or three decades ago—has become the location of a dozen varied industries with over 500 
regular employees and $7 million annual sales. Small, independent enterprises are needed as 
laboratories and experiment stations in American economic life, the author believes. Case 
histories include frank appraisals of failures as well as accounts of successful undertakings in 
the metal and rubber industries, research laboratories, printing, fine arts, and agriculture. 


COMPLETE CREDIT AND COLLECTION LETTER BOOK. By John D. Little. Prentice-Hall, Inc., New 
York, 1953. 272 pages. $4.95. This handbook contains 500 tested collection letters and ideas 
designed to present fresh variations on the “please remit’ theme; to deal with chronic discount 
“chiselers”; to collect from bad risks; and to illustrate effective cutoff, collection, deposit-refund, 
and “double duty” notices. The book covers both the retail and wholesale collection field and 
includes eight general suggestions for letter-writers. 





Publications Received 
[Please order directly from publishers) 











KEEPING THE OLDER PERSON EMPLOYED. By 
Elizabeth Hatch. National Social Welfare 
Assembly, 1790 Broadway, New York 19, 


SUMMARY OF STATE LABOR LAWS FOR WOMEN. 
Women's Bureau, U. S. Department of 
Labor, Washington 25, D. C. 1952. 7 

N. Y. 





pages. Gratis. 


ESSENTIAL BUSINESS MATHEMATICS. By Lle- 
wellyn R. Snyder. McGraw-Hill Book Com- 
pany, Inc., New York, 1953. 421 pages. 
$4.50. 


PUBLIC ADMINISTRATION. By John M. Pfiffner 
and R. Vance Presthus. The Ronald Press 
Company, New York. Third Edition, 1953. 
626 pages. $6.00. 


RETAIL MANAGEMENT PROBLEMS of Small and 
Medium-Size Stores. By C. H. McGregor. 
Richard D. Irwin, Inc., Homewood, Il. 
1953. 231 pages. $4.65. 


DELIVERY COSTS—THEIR MEASUREMENT AND 
COMPARISON for Department and Specialty 
Stores. By Bishop Brown. Available from 
School of Retailing, University of Pitts- 
burgh, Pittsburgh 13, Penna. 1953. 55 
pages. $2.00. 
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1953. 8 pages. 20 cents. 


PUBLIC ADMINISTRATION. By Marshall E. 
Dimock and Gladys O. Dimock. Rinehart 
& Company, Inc., New York, 1953. 531 
pages. $5.00. 


OPERATING RESULTS OF LIMITED PRICE VARIETY 
CHAINS IN 1952. By E. Raymond Corey. 
Bulletin No. 140, Bureau of Business Re- 
search. Division of Research, Harvard Uni- 
versity Graduate School of Business Ad- 
ministration, Soldiers Field, Boston 63, Mass. 
1953. 30 pages. $2.00. 


SAFETY IN COAL MINES. Volume /: Organization 
on the National and International Levels. 
Published by the International Labor Office, 
Geneva, Switzerland. 1953. Available from 
International Labor Office, 1202 New Hamp- 
shire Avenue, Washington 6, D. C. 266 
pages. $1.50. 
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Keep Your AMA Literature 
in Permanent Form .... 


Binders Now Available for All AMA Publications 
(including Management News) 


Binders for AMA periodicals and con- 
ference proceedings hold from 10-16 
publications and will serve you for 
many years. (Management News 
binders will hold approximately 50 
issues.) 


Each binder bears the identifying im- 
print in silver foil of the type of pub- 
lication it encloses, and a special 
gtip-tooth arrangement holds your 
publications firmly in place. The 
binders open flat, assuring full read- 
ability for every page. 


These binders provide easy identi- 
fication for your AMA material and 
keep it in good condition. Over the 
years your bound copies of AMA 
publications will represent a com- 
plete library of authentic manage- 
ment information. 


Binders available for: 
PERSONNEL 
MAGAZINE 


THE 
MANAGEMENT 
REVIEW 


MANAGEMENT NEWS 


AMA RESEARCH 
REPORTS 
and for AMA conference 
publications in all divisions: 


$2.50 


each 
PERSONNEL 
PRODUCTION 


OFFICE 
MANAGEMENT 


MARKETING 
PACKAGING 
FINANCE 
INSURANCE 


GENERAL 
MANAGEMENT 





AMERICAN MANAGEMENT ASSOCIATION 


330 WEST 42nd STREET 


. NEW YORK 36, WN. Y. 





BOARD OF DIRECTORS 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1953 - 1954 
OFFICERS 


Chairman of the Board—Jonx M. Hancock, Partner, Lehman Brothers, New York, N. Y. 

Coes ‘a | Bgecatie Ne % Sie G. Mitcuert, Chairman of the Board, Sylvania Electric 
oducts, Inc., New Yor ‘ 

Vice Chairman of the Executive Committee—Keira S. McHvuou,* President, New York Telephone Company, 


New York, N. Y. 
Treasurer—James. L. Mapven,* Second Vice President, Metropolitan Life Insurance Company, New York, 


President—Lawrence A. Arriey 
Administrative Vice President and Secretary—James O. Rice 


Vice Presidents in Charge of Divisions 
Personnel—Samvuet L. H. Burx, Director of Industrial Relations, Pittsburgh Plate Glass Company, Pitts- 
burgh, Penna. 


Marketing—Wayne J. Hotman, Jn..* President, Chicopee Mills, Inc., New York, N . 
Manufacturing—J. e1tH Lovupen,* Vice President and Assistant to the Frteldons ” York Corporation, 


York, Penna. 
Insurance—Henry Anperson, Insurance Manager, American Broadcasting-Paramount Theatres, Inc., New 
we 


York, N. 
General Management—A. A. Stamsaucn,* Chairman of the Board, Standard Oil Company (Ohio), Cleve- 


land, Ohio. 
Finance—Daniet M. Sueenan, Vice President and Comptroller, Monsanto Chemical Compan Compone, Be St. Louis, Mo. 
Office Management—K. B. Witerr, Vice President, Hardware Mutuals, Stevens Point, 

on 4 a OHN A. WarreEN, Packaging Consultant, American Home Products Corporation, New York, 


ae 


° 


Past Chairman of the Board 


W. L. Batt, Office of the United States Special Representative in Europe, Paris, France. 


Past Presidents 


C. S. Cuinc, Consultant, Washington, D. 


, dl 
W. J. Granam, Vice President, The Equitable Life Assurance Society of the United States, New York, N. Y. 


Term Ending 1954 


L. M. Casstpy, Chairman of the Board, Johns-Manville Corporation, New York, N. Y. 

Joun C. Fiawacan, Vice President and General Manager, United Gas Corporation, Texas Distribution Divwi- 
sion, Houston, Texas. 

Cueris H. Gacer, Vice President, General Foods Corporation, New York, N. Y. 

Ruseert B. Garcacuen, Manager, a Department, Philco Corporation, Philadelphia, Penna. 

Frevertcx B. Hetrxamr, Mountainside, N. J. 

Jouyx H. MacDownatp, Partner, Rogers, Slade & Hill, New York, N. 

Grosvenor S. McKes, Vice President-Works Manager, Talon, Inc., ‘Meadville, Penna. 

Wiiuram C. MuLiewpore, President, Southern California Edison Company, Angeles, Calif. 

Kzritn Powxtson, Vice President and Controller, Armstrong Cork Company, Lancaster, Penna. 

A. A. Stamnaucn," Chairman of the Board, The Standard Oil Company (Ohio), Cleveland, Ohio. 


Term Ending 1955 


Joux E. Bassttt,* President, American Enka Corporation, Enka, N. C. 

Crantzs A. Baesxin, President, Breskin Publications, New York, N. Y. 

Wirurasm G. Caries, President. Inland Steel Container Co., Chicago, IIL. 

Ricndrgp DeMorr, President, SKF Industries, Inc., Philadelphia, Penna. 

Artnrur S. Premminc, President, Ohio Wesleyan University, Delaware, (Ohio). 
Gaenvitte R. Howven,* President, F. C. Huyck & Sons, teu, N. Y. 

Haavey P. Hoop, President, H. P. Hood & Sons, Boston, Mass. 

Exrmwer Linpseru, President, Cleveland Electric Tiluminating Co., Cleveland, Ohio. 
Roseat LL. Miwcxier, President, General Petroleum Corporation, Los Angeles, Calif. 
Crovp Wamrpter, President, Carrier Corporation, Syracuse, New York. 


Term Ending 1956 


E. 4 Conarror, Manager, Policyholders’ Service Bureau, Metropolitan Life Insurance Company, New York, 


S. Me “Fintayson, President, Canadian Marconi Company, Montreal, Canada. 

Josern M. Farevtanver,* Financial Vice President, Jewel Tea Company, Inc., Besringten. Til. 

. Huon Jackson, Dean, Graduate School cf Business, Stanford University, Stanford, Calif. 

SpGam Kosakx, Business Consultant, New York, N. 

H. N. Matton, President, Dresser Industries, Inc., Dallas, Texas. 

A. i oe Vice President in Charge of Foreign Operations, Socony-Vacuum Oil Company, Inc., New 

or ; 

Parr H. rencuenen, Manager, Insurance Department, The Youngstown Sheet ‘and Tube Company, Youngs- 
town, io. 

Hoyr P. Sree.e, Vice President, Benjamin Electric Manufacturing Company, Des Plaines, Ill. 

James D. Wise, President, Bigelow-Sanford Carpet Company, Inc., New York, N. Y. 


* Member of Executive Committec. 





